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Assuring Economic Satisfaction 

The need and demand for better management is pretty 
noncontroversial as subjects go. Practically everyone agrees 
on its importance. But when it comes to ways and means of 
obtaining and developing these better managers, two dif- 
ferent points of emphasis often appear. On the one hand 
is the tendency to think the problem can be solved primarily 
in terms of monetary rewards; on the other, the stress is on 
the nonmonetary aspects of a job. 

In actual fact, no such split is valid. This is most evident 
when we consider the term “climate,” which has become so 
important in both executive development and employee rela- 
tions. Climate is made up of practically everything connected 
with a job—policy, communication, organization, and com- 
pensation. If anyone doubts the relationship of compensa- 
tion to climate, it might be well to remember that the 
monetary reward an employee receives from his employer 
is one of the most concrete indications of the firm’s attitude 
toward him and his work. Certainly a company’s compensa- 
tion practices cannot be left out of any evaluation of the 
firm’s climate. 

Last month, the Management Record presented the first 
two Round Tables on “Meeting the Demand for Better 
Management,” and these dealt mostly with noncompensa- 
tion matters. This month, the third and last in the series 
is concerned specifically with executive and professional 
compensation problems as they relate to meeting this de- 
_mand. “Assuring Economic Satisfaction” starts on the next 
page. 


The GM Formula—Ten Years and 90 Cents Later 
This year’s negotiations between the “Big Three” auto 
makers and the United Automobile Workers are being con- 
ducted against a background of the worst economic slump 
_ Detroit has faced since the Thirties. This is in sharp contrast 
to the economic climate in which the last three auto con- 
tracts were negotiated. And it raises questions about the 
future of the institution known as the GM formula. 

The formula was originally proposed by General Motors 
during contract talks in 1948 to combat the crisis-type 
bargaining that then characterized its yearly wage nego- 
tiations. The formula was based on two principles: the 
purchasing power of an hour of work should be protected 
' against increases in the cost of living; and the employee’s 
standard of living should be improved by allowing him to 
share in the over-all increased efficiency of the country. 

Over the years the formula has undergone changes in its 
details but the concept has remained essentially the same. 
| The article starting on page 175 details how it has operated 


. until now and what it has meant in terms of take-home pay 


to the auto workers. 
e © e 


Profit Sharing in Unionized Companies 

As we all know, Walter Reuther made headlines a few 
months ago when he proposed that the auto industry share 
profits with its employees. Whether or not anything comes 
of this proposal, it is of interest to examine the experiences 
of various unionized companies that have profit sharing. Of 
eighty-seven such companies surveyed by Tur CoNFERENCE 
Boarp, only fifteen include such a plan in their union con- 
tracts; in the other seventy-two companies, profit sharing is 
not bargained. 

Actually the term itself is a bit misleading as it covers 
two distinct types of plans with altogether different objec- 
tives. Cash-bonus or current profit sharing—the old idea 
that the worker should get a percentage of the company’s 
profits at regular intervals—has not kept pace with the 
growth of deferred plans. The latter type are much more 
prevalent and tend to be used as a substitute for, or a sup- 
plement to, a pension plan. 

See “Profit Sharing in Unionized Companies,” starting on 
page 171. 


Supper Allowance Practices 

Fringe benefits, as most companies are aware, can take 
many diverse forms. Some firms, for example, reimburse the 
supper costs of employees who work a specified amount of 
overtime. These firms argue that if extra work keeps an 
employee from getting home for a meal he is greatly incon- 
venienced and deserves added compensation. 

But not all companies that grant supper allowances give 
them to all employees. Some give the allowance only to 
exempt supervisors. And others give it to salaried but not 
to hourly workers. 

In addition, companies may set other qualifications for 
the supper allowance. They may demand that a certain 
amount of overtime be put in, or they may specify that 
there must have been no prior notification of the work. 
These and other variations in practice are covered in the 
article starting on page 179. 


Unemployment and Consumer Prices 

After the regular monthly roundup of consumer prices, a 
eareful look is taken at six individual United States cities 
to see if any correlation exists between their respective price 
levels since May, 1957, and the employment-unemployment 
situation in the particular city. The article starts on page 185. 


Meeting the Demand for Better Management 


Assuring Economic Satisfaction 


As industry grows ever more complex and competitive, 
the demand for better management personnel becomes 
more acute. The very survival of a business can depend 
upon the abilities, zeal and imagination of the managerial 
and professional men who chart its course. But to attract 
the best men to the helm and to motivate them to their 
best efforts, a company must have a well-balanced execu- 
tive and professional compensation program. The ingre- 
dients of such a program—a sound and equitable salary 
structure coupled with the right combination of financial 
incentives beyond base salary—are suggested here by a 
panel that includes: 


e Charles D. Doerr (Chairman), Vice-President, Mc- 
Kesson & Robbins, Inc. 

e Earl F. Paul, Supervisor, Wage and Salary Sec- 
tion, Standard Oil Company (Indiana} 

e T. E. Weissinger, Manager, Salary Classification 
Division, E. |. du Pont de Nemours & Company 

e Robert E. Meiklejohn, Vice-President, General Dy- 
namics Corporation 


CHAIRMAN DOERR: In opening this series of 
Round Tables on “Meeting the Demand for Better 
Management,” it was pointed out that there is a 
new frontier in the development of management per- 
sonnel—a frontier that calls for diagnostic skill rather 
than programming ability. In the first two Round 
Tables this “diagnostic skill” was applied to the prob- 
lems of providing effective leaders and improving 
opportunities for management growth. Now, we are 
going to apply it to the problem of assuring the 
economic satisfaction of men in management. 

Economic satisfaction, of course, is only one of 
several satisfactions which managerial and professional 
personnel seek in their relationships with their com- 
panies. But it would be difficult to name a satisfaction 
with a more persuasive and lasting appeal than the 
assurance of adequate monetary compensation. 

Let me ask and then try to answer three basic 
questions: 

1. What economic satisfactions do managers and 
professionals really seek? First, they want a fair salary. 
Second, they -want their rewards to keep pace with 


1 The first two Round Table discussions on “Meeting the Demand 
for Better Management,” originally presented at THe ConrerENCcE 
Boarp’s 382nd Meeting in New York City early this year, were 
published in the April issue of the Management Record. 


their expanding duties and responsibilities as they | 


move up in the organization. Third, they want a 
share in the company’s_prosperity. Fourth (and this 
is the most important), they want security—security 
both for the present and for the future, security both 
for themselves and for their families. 

2. Why does management have to fulfill the eco- 
nomic satisfactions managers and professionals seek? 
It’s a matter of simple competition. In our complicated 
industrial setup, no company can prosper and grow 


unless it has capable managers and professionals han- — 


dling its affairs. To attract such men and motivate 


them to their best efforts, the company has to fulfill — 


the economic satisfactions they seek. The increasing 


complexities of executive duties, as well as mounting | 


tax deterrents, make such motivation all the more 
necessary. 

3. How can management most effectively fulfill the 
economic satisfactions which managers and profes- 


yi 


stonals seek? It can do so in two ways: (a) by estab- 


lishing an equitable salary structure for managers and 
then applying it to professionals; and (b) by pro- 
viding financial incentives beyond base salary. 


It is this vital subject of setting up a balanced and _ 
satisfying executive compensation program that our 
panel, made up of representatives of three of Ameri- | 


ca’s outstanding companies, will now discuss. 


Equitable Salary Structures for 


Managers and Executives 
by Earl F. Paul 


N THE YEARS since World War II, there has 
been increasing concern over the inadequacy and 
inequity of the compensation being paid managers 
and executives. The causes for this concern are very 
real and, as I shall show, appear to be so far reaching 
that the operation of our economy within the frame- 
work of free private enterprise may be seriously 
affected. 
Industry is constantly becoming more complex and 
the processes of management more complicated. De- 
mands for products are rapidly expanding as a result 
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of the rising standard of living and the increasing 
population. Competition in satisfying these demands 
is becoming more intense. To make matters worse, 
foreign industries, entirely state owned or state con- 
trolled and paying low wage scales, are challenging 
the system that secured for us the highest standard 
of living in the world. 

These growing pressures add to the responsibilities 
of the managers and executives of our companies and 
require them to possess and exercise broader and 
heavier degrees of executive talent. 

In the face of these developments, however, other 
forces are tending to restrict the supply of persons 
willing to assume these mounting responsibilities. One 
such deterrent is the impact of the drastically in- 
creased income surtax rates. Remember the warning 
Chief Justice Marshall issued over one hundred years 
ago that “the power to tax is the power to destroy”? 
The managers and executives of our businesses, no less 
than other free men, work because of the monetary 
rewards they hope to gain from their efforts and ac- 
complishments. It is the promise of increasing mone- 
tary rewards that induces such men to undertake 
tasks of increasing risk, effort, and responsibility. 
When such rewards are subject to surtax rates rang- 
ing up to 91%, can there be any doubt that the 
supply of professional managers and executives, al- 
ready far short of the needs of our complicated indus- 
trial system, will become even more restricted? 

Junior executives coming up the line may well 
refuse to accept the additional responsibilities for the 
same (or possibly even less) take-home pay. If they 
do take on the extra load, their grudging acceptance 
may leave a state of mind that could adversely affect 
the expression of their executive talents. Older execu- 
tives may find it more profitable to go into business 
for themselves and qualify for the capital gains tax 
rate; or they may simply take early retirement. In 
either case, our industrial system would be prema- 
turely deprived of their highly developed talents. 


al 


Other dangers follow in the wake of prohibitive 
tax rates. The door is left open to the long-range 
prospect of a deterioration in the dynamic caliber of 
industrial leadership, to a lessening of proprietary in- 
terest flowing from the difficulty under present tax 
laws to accumulate stock ownership in the enterprise, 
and, possibly, to the development of a tendency to 
allow self-interest in security of tenure to enter into 
considerations of general company concern. 

According to a survey conducted by the Indiana 
University School of Business in 1952 (reported under 
the title of “Compensation and Incentives for Indus- 
trial Executives”) , effort and ambition have not been 
crushed, but there are tangible indications that they 
have been affected. Fortunately, other compulsions 
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have worked in industry’s favor. These include such 
saving considerations as loyalty to associates and com- 
pany, intangible motivations stemming from past dis- 
cipline and psychological attitudes, inherent love of 
the work, gratification from prestige of position, and 
the feeling that it may be too late to make a change. 
Companies themselves have helped by stressing es- 
prit de corps and by granting pension plans, annuities 
and deferred-compensation plans, and other nonmone- 
tary incentives. 
| 


Another force tending to restrict the supply of per- 
sons willing to assume greater responsibilities is the 
steadily shrinking differential between salaries paid 
to managers and executives and those paid to persons 
in subordinate levels. Round after round of general 
wage increases were granted production workers in 
the years following World War II. They also were 
given frequent productivity and cost of living in- 
creases. These increases were generally in flat cents 
per hour and were paid equally to all nonsupervisory 
employees and to supervisors up to some point in the 
middle management area. It was seldom they reached 
managers and executives in the top management area. 
As a result, the general salary curve from the lowest 
unskilled workers to the top management men tended 
to become flatter. 

This, of course, runs counter to the generally ac- 
cepted concepts of how a salary curve should look. For 
instance, a thesis published in 1951 by the Ohio State 
University Bureau of Business Research, under the 
title of “The Influence of the Unit of Supervision and 
the Span of Executive Control on the Economy of 
Line Organization Structure,” states that “as the serv- 
ice levels of an organization increase in arithmetic 
progression, the corresponding wage and salary levels 
should increase in geometric progression, in order that 
the wage and salary structure of the organization may 
have a uniform incentive value.” 

But read what was reported in an article in Fortune 
of April, 1955: “The pay level of production workers 
has gone sharply up, rising over 173% since 1939. 
The pay of men near the bottom rungs of the manage- 
ment ladder has increased nearly as fast. Middle 
management’s income, by contrast, has gone up more 
slowly, and in many corporations today the salary 
range for middle management line and staff executives 
is so narrow that there is little or no financial incen- 
tive to spur men into seeking to improve their station 
in the hierarchy.” An article in Business Week of 
March 1, 1952, paints an even more graphic picture by 
showing salary increases from 1939 to 1950 for the 
following classes of employees: 


Top management ...........:-:cseeseeseenees 35% 
Middle management ................0:00005 45% 
Supervisory employees ...................... 83% 
Wage and hour employees .............. 106% 
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In the past, salaries for managers and executives 
were generally set in a random fashion according to 
whatever historical pattern prevailed. This usually 
involved setting them solely on the basis of individual 
bargaining, which stacked the odds against rising 
young executives and worked in favor of men with 


long tenure. 
=~ 


Still used in setting top executive salaries is what 
one authority described as the “smell test”—i.e., how 
do they compare with salaries on the outside and how 
do they sit with the people inside. Gauging salaries on 
the basis of outside reaction is primarily a process of 
avoiding adverse public reaction from those who may 
regard them as too high, as well as from those who 
may regard them as too low. The result is that only 
secondary consideration is given to the equity of such 
salaries. 

Gauging salaries on the basis of what others pay 
has these shortcomings: 


1. Top-level jobs, even in the same industry, are difficult 
to compare. If done by title alone, the inadequacy of 
comparisons is obvious. If done by descriptions of duties, 
it is necessary to subjectively appraise such important 
factors as differences in job content (which invariably 
exist in jobs at this level) , differences in the organizational 
status of the jobs, differences in the management philos- 
ophy under which the jobs operate, and differences in the 
kind and current value of any supplemental compensation 
that may be paid to incumbents in the jobs. These ap- 
praisals at best can only be rough approximations. 


2. Since high-level positions are generally man-oriented 
rather than job-oriented, comparisons must take into ac- 
count such personal factors as the incumbent’s age, his- 
tory, performance, length of service, etc. 


3. Between industries, and even between companies in 
the same industry, there are varying salary levels. Some 
companies, by the nature of their business, are high pay- 
ing in relation to sales or other standards. Others are tra- 
ditionally low paying, due largely to the size of such 
organizations and the interpretation given the word “im- 
portant” as applied to the impact, urgency and frequency 
of the decisions to be made. 


Gauging salaries on the basis of how they sit with 
the people inside is always difficult. Often it is a com- 
pounding of inequities that already exist. Internal dis- 
sension is bound to result from setting salaries by 
factors other than those that produce vertical and 
horizontal equity. 

Thus, we have a paradoxical situation. On the one 
hand, managers and executives in our businesses are 
being required to carry heavier and broader respon- 
sibilities. On the other hand, the rewards they are 
offered for bearing the mounting burden grow smaller, 
as rocketing tax rates from without and outmoded 
salary structures from within continue to cut down 
on their purchasing power. 


Many companies tried to solve the salary structure 
problem (particularly since World War II) by pro- 
viding supplemental forms of compensation. But 
supplemental compensation, which is generally based 
on direct salary payments, cannot even out basic in- 
equities. It’s more inclined to magnify them. These 
inequities are usually rooted in faulty and outmoded 
salary structures; and there can be no hope of a satis- 
factory solution until such salary structures are cor- 
rected and brought up to date. 

A few early pioneers realized this. They adopted 


a 


executive job evaluation programs and devoted much 4 


time and money to the establishment of logical and 
justifiable relationships among jobs in the higher 
management area. On that foundation, they built 
sound and equitable salary structures for the adminis- 
tration of direct salary payments to top managers and 
executives. 

~~ 


These pioneers have blazed the trail for others. 
More and more companies are now adopting more or 
less formal executive-pay policies. Their reasons for 
doing so, according to an article in the Harvard Busi- 
ness Review, are the following: 


1. To insure consistent salary treatment for all manage- 
ment personnel. 


2. To instill confidence among executives by having 
policies that are both consistent and explicitly spelled out, 
so that those affected can know and understand the 
system. 

3. To obtain more logical and justifiable internal rela- 
tionships among jobs, both through the refinement of 


techniques and through the concentration on problems . 


which ensue. 


4. To help set salary schedules for management jobs on 
a competitive basis. 


5. To obtain better control of individual bargaining over 
salaries. 

6. To aid in organizational and manpower planning by 
focusing attention on duties and responsibilities. 


In general, the systems of formal executive position 
evaluation that have been developed have operated in 
a satisfactory and successful manner. They are being 
improved and their use is expanding. Experience has 
shown that, regardless of the particular system adopt- 
ed—whether it be a modified clerical plan, classifi- 


cation plan, point plan, factor comparison plan, or — 


the guide chart-profile method—its successful opera- 
tion depends not so much on the particular techniques 
employed as on the attitude of top management and 
the atmosphere under which the plan operates. 

As to the techniques themselves, proponents or users 
of each type of plan will claim certain advantages in 
their plan over the others. Certainly, small companies 


1“Plan for Management Salary Administration,” Harvard Busi- — 


ness Review, November-December, 1956. 
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do not need the elaborate plans in which factors or 
job elements are weighted and evaluations expressed 
in point values. But conversely, the simpler and less 
involved plans may not adequately serve the needs of 
the large companies. Therefore, the first step is to 
determine the needs that a plan is to meet, select the 
type of plan that seems best suited to meet these 
needs, and then tailor it to fit the particular com- 
pany. 

Advice of consultants is very helpful during these 
early considerations and, even more so, during the in- 
stallation stage. And here’s something that is of the 
greatest importance in both the development and the 
operation of the plan. Evaluations must be: (1) ob- 
jective and factual, (2) unbiased by existing salaries 
and personalities, and (3) fully supported by top 
management. 

You will find it helpful to the success of a plan to 
place its development and installation in the hands 
of a staff department rather than in the hands of a 
group representing the operating departments. The 
staff arrangement avoids the bias that line men would 
naturally have toward their own departments; it also 
avoids the compromises that necessarily follow break- 
ing deadlocks between two or more different line men. 


_ During the evaluating process, moreover, it is advis- 


able to leave the evaluators wholly uninformed as to 


the prevailing salaries so as to keep them from being 
_ influenced thereby. 


~~ 


Improved job evaluations and job relationships can 
be derived from any of the systems in use. But I be- 
lieve that for a large company one of the more sys- 


| tematic plans, such as the point plan, factor compari- 
son plan, or guide chart-profile method, would be 


most effective. While no system actually dispenses 


_ with the application of judgment, these more organ- 
ized plans provide for the weighing, appraising and 


evaluating of separate job elements. 
This process enables decisions to be channeled in 
such a way that any errors in judgment will have no 


serious material effect. For example, the guide chart- 


profile method considers all jobs under the three 


separate job elements: know how, problem solving, 


and accountability. 

Know-how is the sum total of every kind of skill, 
however acquired, that is required for acceptable job 
performance. This sum total, which comprises the 
over-all “savvy,” is composed of the requirements for: 


e Specialized, technical know-how. 

e Human skills in motivating people. 

e Breadth of the functionally diversified and integrated 
know-how that is involved in managerial or consulting 
situations. 


Problem solving is the amount of original “self- 


_ starting” thinking required on the job for analyzing, 
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evaluating, creating, reasoning, and arriving at con- 
clusions. It is measured by: 


e The environment in which problem solving takes place. 
e The complexity of the problems that require solving. 


Accountability is the measured effect of the job on 
end results. It is measured by: 


e The freedom to act. 

e The job impact on end results. 

e The magnitude of the end results that the job most 
clearly affects. 


This system, like the other detailed systems, re- 
quires a thorough knowledge of the jobs to be evalu- 
ated. Such knowledge is acquired in extensive personal 
interviews with the incumbents and their superiors. 
This information is then reduced to written descrip- 
tions. After all positions (or a representative sample 
of them) have been evaluated, the total evaluated 
points are plotted on a chart against actual salaries 
paid; and then a line of central tendency is drawn. 

This procedure brings about the realignment of all 
positions in proper relationship with each other, with- 
out necessarily involving any increase in the over-all 
salary cost. After making comparisons with similar 
salary lines in other companies, an actual salary line 
is adopted. It may be the one already prevailing or 
may be altered to conform to some other pattern. In 
either event, the line adopted represents the median 
pay for any particular evaluation point. 

One compelling reason that may sell management on 
an executive position evaluation program lies in the 
fact that jobs can be realigned into proper relation- 
ships without automatically increasing the over-all 
salary cost. However, keeping the cost constant may 
not be the most desirable solution for a company. In- 
stead of a straight line of central tendency for evalu- 
ated executive jobs, which ascends uniformly at equal 
amounts, establishment of a curved line that ascends 
at a geometrically increasing rate of progression may 
be needed. While a salary line of this latter type ad- 
mittedly involves increased salary costs, it provides a 
means to restore the necessary incentive which, over 
the years, has been allowed to slowly disappear. Fur- 
thermore such increased salary cost for the restoration 
of lost incentives would be offset in large measure by 
some reduction in the corporate income-tax bill. In the 
final analysis, too, it would give managers and execu- 
tives somewhat the same kind of cost of living con- 
sideration that is often given to employees in the lower 
levels. 

After all evaluations have been completed and the 
top management of the company has officially adopted 
them, along with the appropriate salary line, the path 
is cleared for the adoption of policies of administration 
that will do the following: 


1. Bring all salaries below minimums up to such mini- 
mums. 
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2. Provide merit-increase budgets for each major de- 
partment and authorize a certain degree of decentralized 
salary administration. 

8. Provide salary ranges for each position by determin- 
ing the minimum and maximum salaries that are to apply. 
For a 50% range, for example, the minimum would be 
80% of the median, and the maximum 120% of the 
median. 

4, Provide the means for keeping evaluations up to 
date and for evaluating new positions and reevaluating 
changed positions. 

5. Provide for making periodic checks on the salary 
curves in other companies. 


In summary, the establishment of logical and justi- 
fiable relationships among jobs in the higher manage- 
ment area, through an executive position evaluation 
program, will lay the basis for sound and equitable 
salary structures. It is only in this way that salaries 
can be more effectively and objectively administered, 
more fully supported against internal and external 
criticisms, and more surely restored again to levels 
where lost incentives can be regained for executives 
and managers. 


Equitable Salary Structures 
for Professionals 
by T. E. Weissinger 


INCE THE END of World War II, a tremendous 

amount of work has been done in the field of 
salary administration. Much of this work has been 
directed toward the establishment of equitable salary 
structures. In these programs, the professional em- 
ployee has received his full share of attention for 
several reasons. 

In the first place there are many more professional 
employees today. Twenty-five years ago in the du 
Pont Company, one out of every forty employees was 
a professional in research work. Today one out of 
every seventeen employees is a professional in re- 
search work. Of even more interest is the fact that 
one out of every eight employees in the company is 
a technical graduate. Du Pont, of course, is a highly 
technical company. But it is still true that there has 
been a sharp rise in the number of technical graduates 
throughout American industry. 

Second, the rapid advance in technical starting 
rates has brought about internal salary alignment 
problems. The question many companies face today 
is how to protect the value of technical experience 
and of supervisory skills as the lower end of the salary 
curve is pushed up by the rapid rise in starting rates 
for inexperienced technical graduates. I wish we had 
an easy answer to this question, but we don’t. The 


answer to us seems to lie in the direction of doing a 
little better on those principles we believe are funda- 
mental to sound salary administration. 

In this presentation I would like to outline some of 
the principles we in du Pont believe are important. 
The discussion of these principles will be in rather 
general terms because I have yet to see a program of 
one company that could serve as the blueprint for 
another. Each company has the problem of designing 
a system of salary administration to fit its own in- 
dividual conditions. 

At the outset I should like to make clear that in 
du Pont we do not use the word “professional” as a 
designation for-employees. Technical graduates are 
scattered through most phases of our operations, and 
in salary administration procedures they are treated 
no differently than any other employee. These men 
are using various phases of their technical education, 
and it would be most difficult to try to draw a “pro- 
fessional” line through the organization. 

Now to get down to these principles that we believe 
are important to sound salary administration. The 
first principle is that there should be a formal salary 
structure as illustrated in Chart 1. In this hypothetical 
salary structure for the XYZ Company, there are a 
series of salary classes, each one having a minimum 
and maximum salary value. The range between these 
limits is the merit range. In this illustration, each 
merit minimum in the ascending salary classes is 10% 
above the previous merit minimum. The same per- 
centage differential exists between the ascending merit 
maximums. The geometric progression of these salary 
classes is important in that they provide the means 
for salary recognition of the growth and development 
of the individual as well as recognition for the assump- 
tion of larger responsibilities. The entire construction — 
of the structure should be consistent mathematically, 


Chart 1: Formal Salary Structure for the XYZ Company 


SALARY 


MAXIMUM 


MERIT 
RANGE 


MINIMUM 


SALARY CLASS 
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and it should be capable of withstanding the critical 
analysis of technically educated employees. 

As a second principle, we believe the structure for 
the professional employees should be the same one 
that is used for all employees exempt from the provi- 
sions of the Fair Labor Standards Act. There are 
several reasons that make this important. By having 
only one set of salary ranges, the salary classes mean 
the same thing throughout the company, thereby 
reducing the confusion in salary discussions and salary 
planning. Promotions and transfers between depart- 
ments, which are normal to cross-fertilization between 
functions in the company, are effected more smoothly 
when only a single set of salary classes is involved. 
Lastly, the problem of having a group of “second-class 
citizens” in a lower set of salary ranges is thus 

_ avoided. 

Another principle involving the salary structure 

concerns the method of adjusting the salary values to 


_ keep pace with changing economic conditions. There 


should be a clear-cut company policy for the sys- 
tematic adjustment of the structure. Specifically: 
why it moves, when it moves, and who moves it. 
This is no place for a crisis operation. Usually, one of 
two practices is followed: either adjustments are 
granted on a simultaneous basis, or on an individual 
basis. Those companies that grant general adjust- 
ments simultaneously to all employees usually change 
the salary values in the structure by the amount of 
the adjustment and at the time of the adjustment. 

A problem develops for those companies that do 
not grant simultaneous adjustments. This is fre- 
quently the case when professional and management 
employees are involved. In this situation, some form 
of index is needed to signal the timing and amount of 
adjustment in the salary structure. An index based 
on wage-rate changes provides a sound basis for 
salary-structure changes. In such structure adjust- 
ment, the entire structure should change on a per- 
centage basis to preserve the salary incentive and 
reward for employees to develop and assume greater 
responsibilities in the company. 


|~ 


Leaving the construction of the structure, I’d like 


_ to comment on a few points concerning the classifica- 
_ tion of positions into the classes of the structure. I 
_ have mentioned our belief that the professional group 
_ should be integrated into the company structure. In 


doing this, there seem to be lower and upper bench- 


mark positions that set the salary limits of the profes- 


i 
' 
\ 


sional group, as is illustrated in Chart 2. The value of 


_ the starting position in the professional group (re- 
_ search worker A in this hypothetical illustration) is 


; 


pretty much established by current technical starting 


_ rates. The value of the “market place” relates the en- 


_ tering professional position with other positions in the 
_ structure. 
4 
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Chart 2: Illustrative Bench-Mark Positions 
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On the upper end of the professional group is the 
director of research. The problem each company faces 
is the evaluation of this position in relation to its 
counterparts, the director of manufacturing and the 
director of sales. The illustration shows all three direc- 
tors in the same salary class. I’m not suggesting this 
as our answer, or the right answer, to the problem 
since each company has to independently evaluate 
the importance of these functions to its success and 
growth. Quite different relationships among these 
positions might be expected in companies that are 
predominantly either research, sales, or manufactur- 
ing organizations. Needless to say, this is definitely 
a top-level decision and an important one to the 
organization. 

The intermediate positions between the inexperi- 
enced research worker A and the director of research 
must be distributed over the intervening salary 
classes. In doing this, a formal position evaluation 
program is helpful both in establishing the salary 
class of key positions and in promoting confidence in 
the fairness of the position relationships thus estab- 
lished. It is also helpful to relate intermediate posi- 
tions in research with intermediate positions in the 
sales and manufacturing organizations. This type of 
cross-organization check, especially on the key posi- 
tions, tends to keep the entire classification program 
of the company in perspective and establish solid 
ratings that will stand up under pressure. 

In the establishment of professional positions, some 
departments of the du Pont Company have found it 
desirable to set up a series of professional positions 
equivalent to supervisory positions in research. Chart 
3 illustrates, in a hypothetical research department, 
how the relationships might be established. The re- 
search associate positions shown in the same salary 
classes as the first two levels of research supervision 
provide promotional opportunities comparable to the 
administrative ladder for those technical men de- 
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Chart 3: Equivalent Positions for Professional 
and Supervisory Employees 
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voting their full time to scientific work as contrasted 
to the administrator. This additional prestige for the 
scientist in no way detracts from the importance of 
administrative work; in our company many of the 
ablest executives started their careers in research 
work. 

Some of the departments under our decentralized 
method of operation, while compensating the profes- 
sional employees equally well, have not established 
research associate positions. The creation of such posi- 
tions is a highly individual problem for each labora- 
tory and a step to be taken only after thorough study 
as to its appropriateness for the organization. 

Having commented on the salary structure and the 
classification of positions into the structure, I’d like to 
discuss possibly the most important phase of the pro- 
gram—consideration of the individual. There is not 
much point in having a sound salary structure if the 
individual’s salary is not properly related to it. 

There should be a thorough review of the indi- 
vidual’s performance at least once a year to determine 
appropriate action on a merit increase. While this is a 
large subject in itself, let it be said that the salary 
class sets the limits on the value of the position to the 
company, and the individual’s performance determines 
his salary within the range. 

In addition to normal merit treatment, it is im- 
portant that the professional employee share economic 
adjustments equally with all other employees. 
Whether this be done on a general basis or a personal 
basis is an individual company problem. It is our 
practice to handle adjustments individually and con- 
fidentially, entirely independent of our merit-increase 
program. . 

While discussing individual salary treatment, it 
may be appropriate at this point to consider the value 
of salary-experience curves and their application to 
professional employees. Chart 4 shows a typical curve 
with the vertical axis in terms of salary dollars and 


the horizontal axis as years since first degree. Salaries 
of individual employees have been plotted against the 
year of their first technical degree. You will also note 
the merit rating of each plotted employee is indicated 
by a symbol. The form and variety of such charts is | 
only limited by the imagination of the administrator. 
Prior to the installation of our present classification | 
program, considerable reliance in administering pro- | 
fessional salaries was placed on salary-experience | 
curves. Today they serve as a valuable supplement 
to our classification program. | 
We value them highly for the following reasons. In | 
the first place, the charts are helpful in reviewing the 
value of experience. The plotted curves show up dips 
and bumps that need correction. For example, if you 
hired technical graduates at a low rate during a busi- 
ness depression and their salaries grew over the years 
under the company’s normal merit-increase program, | 
you might well find the depression group as a dip in 
the curve. With a curve of this type, you have the 
basic information to take corrective action. | 
Second, in my opinion, these curves provide the | 
most accurate means of comparing salary levels be- 
tween companies. Rare is the salary administrator 
who hasn’t experienced the frustration of trying to | 
compare individual professional and management | 
positions with those in another company. The function | 
and title may be the same in the two companies being 
compared, but the differences in scope of responsi- | 
bility and authority can be and usually are tremen- | 
dous. The salary-experience curves can also be used in | 
making comparisons with similar charts prepared by | 
professional societies. 
Third, and probably most important, the curve pro- 
vides a means of checking the individual salary rela- } 
tionships of the professional employees plotted there- | 
on. You will notice the merit-rating symbols on Chart — 
4—there is an 0 for the above-average employee; a 
e for the average employee; and an X for a below- | 
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chart on any basis on which you rate performance. 

To illustrate the effectiveness of this check on salary 
relationships, let’s look at the X or below-average 
performer in 1955 on the chart. That’s the fellow you 
hired two years ago and you had to offer a pretty 
high rate to get him. So far he hasn’t shown up to be 
the ball of fire you expected. Maybe he is a slow 
starter and will justify his rate. It’s a situation to 
watch. Now move over to 1940 on the chart. There is 
an above-average man being paid way below the 
curve. What happened here? It’s another case to 

_ investigate. 

The foregoing use of salary experience applies to 
professional employees in research work where salary 
bears a relation to experience and knowledge. Care 
should be exercised in the use of these charts over the 

| years so that they don’t induce a compression of 
salaries around the median line. An appropriate dis- 
persion of rates reflecting differences in employee per- 
formance should be maintained. 
| While my remarks have tended to stress techniques 
| —and they are important—they shouldn’t obscure the 
objective of a good salary administration program. 
Basically, we in the du Pont Company are trying to 
encourage the growth and development of the indi- 
vidual by treating him as an individual and giving 
_ him financial recognition of his growth and contribu- 
_ tion to the company. The techniques I have described 
help achieve this objective by forming a basis for the 
equitable treatment of all employees. 


average employee. Actually, you can establish your 


Financial Incentives Beyond 


Base Pay 
by Robert P. Meiklejohn ———— 


T MAY COME as a surprise that I interpret the 
phrase “assuring economic satisfaction,” which is 
_ the over-all theme for our discussion, primarily from 
' the standpoint of the interests of the business enter- 
| _ prise as a whole and of its owners. I take this approach 
not from any lack of appreciation of the human values 
| of compensation but because I believe that the primary 
| and proper objectives of a business enterprise in our 
capitalist economy are to render efficiently a needed 


_ service and thereby to earn profits for its owners. 

_ The economic satisfaction of the employee is, of 
_ course, a primary objective for him. But the satisfac- 
_ tion of the employee’s economic needs becomes an 
_ objective for the company only as it causes the em- 
| ployee more effectively to contribute to the efficient 
_ performance of a service and to the earning of profits. 
| The company objectives to be achieved by a com- 
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governing the use of compensation as a tool of manage- 
ment are applicable to the compensation of all em- 
ployees, but my remarks will be directed primarily to 
the compensation of executives, supervisory, and pro- 
fessional personnel because (1) the various forms of 
financial incentives beyond base salary are most com- 
monly used in the compensation of executives, (2) the 
unique characteristics of the executive in our American 
business environment make it both appropriate and in 
the company interest that he be compensated in a 
manner different from that of other employees, and 
(3) only in the case of executive personnel does man- 
agement, free from the inhibiting influence of group 
bargaining, still have a relatively free hand to develop 
a flexible compensation program employing a selection 
of the many available compensation tools in a manner 
tailored to serve specific company needs. 


| 


I assume the existence of the best possible salary 
administration program that management can devise 
in light of a company’s particular circumstances and 
of the stage it has reached in its growth and develop- 
ment. I make this assumption because no amount of 
tinkering with other forms of compensation can take 
the place of a salary program that is soundly con- 
ceived and effectively administered. 

A man’s salary represents his market value. It is a 
symbol of his status within the company and of his 
standing in the business community. It provides a basis 
for determining the kinds and amounts of many other 
forms of compensation. Salary is certain and predicta- 
ble. It is the foundation of the executive’s standard of 
living and his personal plans. We have come a long 
way from the belief that all the ills in the relationship 
between a man and his employer can be cured by a 
proper salary; but the converse is still true — an 
inequitable or clumsily administered salary program 
can undo the benefits of all the other stratagems and 
devices of modern management taken together insofar 
as executive morale and motivation are concerned. 

But if we assume the existence of adequate, inter- 
nally consistent and externally competitive salary 
levels and a salary administration program that is 
simple, definite and recognized by the executives 
affected as being just and reasonable, why is anything 
more needed? 

Empirical evidence that there is need for other 
compensation tools besides salary exists in the demon- 
strable fact that the managements of many of the 
great American corporations, managements whose 
business judgement is attested to by outstanding rec- 
ords of growth and accomplishment, have for years 
employed and continue to employ a variety of forms 
of compensation. Evidently they have found enduring 
value in their enlarged compensation programs, and 
the very fact that they offer them puts pressure on 
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other firms to do likewise in order effectively to com- 
pete in the market for executive talent. 

Moreover, the progressive income tax has created 
a situation where management is under tremendous 
pressure to adjust the form and timing of its com- 
pensation payments in such fashion as to enable ex- 
ecutives, particularly key executives in the higher- 
salary brackets, to retain a larger portion of the com- 
pensation paid to them by the company. This has re- 
sulted in a proliferation of deferred payments, capital 
gains, and noncash perquisites for executives, which 
has served to obscure the real objectives of compensa- 
tion as a management tool. 


val 


General Dynamics Corporation has introduced cor- 
porate retirement, group insurance, incentive and 
stock option plans as a supplement to its salary pro- 
gram. We are convinced that the corporate purposes 
and the interests of our share owners have been served 
by so doing. In our particular circumstances—and 
especially during our recent years of rapid internal 
growth and of expansion by acquisition—these com- 
pensation programs, applicable throughout the cor- 
poration and originated and in part administered at 
the corporate level, have served importantly to en- 
hance a sense of corporate identification throughout 
the organization. 

However, in the development of our corporate com- 
pensation program we felt a need for a more systematic 
analysis than any that had yet come to our notice of 
just what corporate purposes can and should be served 
by the compensation of executives, what purposes are 
best served by each of the available compensation 
tools, and how the corporation might improve the 
effectiveness of the compensation tools it was using. 

From that analysis we have evolved an approach 
to executive compensation, or perhaps more accurate- 
ly a philosophy of executive compensation, which we 
believe to be general in its application. 

That philosophy is founded on two fundamental 
principles: 

1. The company objectives to be_served by ex- 
ecutive compensation are not limited to its use for 
recruiting and holding executives but extend more 
importantly to motivating each executive to act in a 
manner which in his particular circumstances will 
best serve the interests of the corporate enterprise. 

2. The executive, and particularly the top-man- 
agement executive, plays a variety of roles in the 
modern corporate business enterprise, and the form 
that his compensation takes should be related to the 
role or roles that he is called upon to play. 


In its use as an instrument for motivating execu- 
tives, executive compensation is more usefully looked 
on as an incentive to future performance than as a 
reward for services rendered. 


Compensation assumes different aspects according 
to the vantage point and purposes of the viewer. Thus 
salary payments are regarded as income to the re- 
cipient and as expense to the company, yet each in- 
terpretation, though diametrically opposed to the 
other, is correct when properly considered. 

In like manner, the recipient views retirement and 
pension programs as representing the discharge of a 
social or moral obligation in return for years of loyal 
service, and considers bonus and incentive payments 
to be a reward for outstanding and effective perform- 
ance. These interpretations are correct from the view- 
point of the recipient and they are properly and 
sincerely put forth by management in its efforts to 
obtain the full morale value from such payments. But 
they largely lose their force when advanced as reasons 
why compensation additional to salary should be paid 
from the company’s standpoint. 

Thus share owners can quite properly inquire why ~ 
at least the higher-salaried executives should not be — 
expected to provide for their own old age out of sav- 
ings from their current earnings, and why additional 
payments in the form of incentive compensation 
should be necessary to reward a high-salaried execu- | 
tive for doing competently what he was hired to do. 


~~ 


Such criticisms stem from a misapprehension of the 
objectives of executive compensation from the com- 
pany standpoint. They overlook the fact that, while 
compensation is indeed, in a sense, a reward for past 
services, the reason the reward is given is to influence 
the executive’s future behavior. And the form that the 
compensation takes is adapted to the role that the 
executive is called upon to play. 

A moment’s reflection will show that in fact the 
executive in the modern American business scene 
plays many different parts. He provides inspiration | 
and leadership for the enterprise. He makes decisions, | 
and establishes and implements policies. He is in a’ 
sense a “hired man” employed by the share owners to © 
perform assigned tasks at a “price” established by 
the market supply of and demand for executive talent. 
He is himself an employer with respect to his own 
subordinates. He performs many functions associated 
with ownership as in the allocation of the corporate — 
resources to the most productive employment. He 
acts in part in a quasi-judicial capacity, as in recon- | 
ciling the often conflicting claims of share owners, © 
employees, customers, the government, the general 
public, and management itself, and in part as a mem- 
ber of a profession under a professional code of con- 
duct in which nonfinancial motivation is recognized ~ 
as important. In respect to his own career and reputa- 
tion, if not his fortune, the executive shares with the 
owners the risks of enterprise. 

The attitudes that the company seeks to encourage 
in each executive vary not only with each of his 
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capacities as leader, employer, employee, partner, 
professional and entrepreneur, but also with his level 
in the organization, the nature of the company’s busi- 
ness, the stage it has reached in its growth and 
development and its immediate and long-range objec- 
tives. They are affected also by the executive’s charac- 
ter, financial resources and family situation. 

An industrial organization such as General Dy- 
namics Corporation seeks by incentive-type compen- 


sation programs to attract, hold and animate in its 


key development, production and sales positions the 
aggressive and imaginative type of executive who is 
willing and anxious to stake his career opportunities 
on his ability to perform in superior fashion. But there 
is need also for men who are attracted by a more 
conservative compensation program, built around 
salary, insurance and retirement plans. 

There is, therefore, no single form of compensation 
that fits all executives and all situations. Salary, al- 
though it is the basic element in all compensation 
programs, is a blunt and clumsy tool for motivating 
executives and for relating executive compensation to 
the consequences of executive action. The salary 


‘budget is a relatively inflexible charge against earn- 


ings and cannot readily be reduced when profits 
decline. Because of the progressive federal income tax, 
salary is a relatively ineffective tool for the executive 


_to use in building an estate, providing for retirement, 
_or taking care of dependents in the event of disability 


or death. 

Many of the deficiencies of salary as a form of 
compensation can be compensated for by introducing 
flexibility and special provisions into the salary pro- 
gram, but this is done at the expense of detracting 


from the characteristics of simplicity, definiteness and 


certainty, which are the chief virtues of salary as a 
form of compensation. 

There is a need, therefore, for other compensation 
tools which recognize both the roles that the corporate 
executive plays in addition to that of “hired man” and 
the complex of motives that guide and stimulate his 
attitudes and actions. 

In analyzing the various ferms of compensation 
additional to salary from this standpoint, it is useful 
to classify them into “supplemental compensation,” 
“protective compensation” and “perquisites.” 


Supplemental compensation comprises all those forms 
of compensation that have in common the character- 
istic that the amount received by the executive varies 


with the company’s earnings or the market price of its 


r 
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stock. It includes bonus, profit sharing, incentive and 
stock option plans. The company objective to be 
achieved by payment of supplemental compensation 
is to increase profits. Supplemental compensation con- 
tributes toward this end by: 


e Causing the executive to take an ownership view- 


1958 
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point toward the enterprise through treating him 
as if he were a partner 4 


e Stimulating individual executive performance by 
relating executive compensation to profits more 
closely than is possible with straight salary pro- 
grams 


e Providing maximum net income after taxes for 
the executive at minimum cost to the company 

e Introducing a measure of flexibility into the com- 
pensation program so that expenses can be re- 
duced more readily and more promptly when 
earnings decline. 


Each form of supplemental compensation has a 
different emphasis among these purposes and different 
degrees of effectiveness in serving each purpose. In 
addition, each may serve other purposes peculiar to 


itself. 
~~ 


Although the terms “bonus,” “profit sharing” and 
“meentive” as forms of supplemental compensation 
are often employed almost interchangeably, it is use- 
ful to draw a distinction between, on the one hand, 
bonus and profit sharing plans, whereby all or sub- 
stantially all executives are paid special sums based 
upon the prosperity of the business as a whole, and, 
on the other hand, incentive compensation, whereby 
the special payments are made to selected executives 
on the basis of individual contributions to profits to 
the extent that such individual contributions are 
ascertainable and measurable. 

Bonus and profit sharing plans are relatively simple 
to administer, the basis for the distribution of the 
bonus fund being quite often a percentage of annual 
salaries. Like stock option plans, they serve the 
psychological objectives that canbe attained by treat- 
ing executives as partners in the enterprise. Thus they 
tend to stimulate an ownership viewpoint and to im- 
prove morale and team spirit within the organization, 
at least when earnings and stock prices are increasing. 
However, being based primarily on the general pros- 
perity of the company, they are of relatively limited 
value in providing effective individual incentive to 
other than those senior executives who are in a posi- 
tion to influence over-all profits directly and sig- 
nificantly. 

The emphasis of incentive compensation plans, on 
the other hand, is on direct stimulation of individual 
performance. Incentive plans are perhaps the most 
difficult of all forms of executive compensation to 
administer, but when soundly conceived and effec- 
tively administered, they are the most effective in 
stimulating executives to exert their efforts in a 
manner that will best serve the over-all company 
interests. 

The major problem peculiar to incentive plans is 
how to measure performance and relate it to profits, 
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particularly in the case of individuals, such as staff 
executives, whose contributions to profits are difficult 
to identify. But this is not a problem created by 
incentive compensation. In any well-run organization, 
one of management’s basic responsibilities is to de- 
velop standards of measurement for the performance 
of each executive function, and to appraise executive 
performance in terms of such standards. Incentive 
compensation introduces a dynamic element into this 
evaluation process and transforms it from a semisterile 
historical review into a positive motivating force for 
executive action. We are convinced that it is worth 
while to strive for this plus value of incentive com- 


pensation. 


The emphasis of stock option plans, whereby se- 
lected executives are given an opportunity to receive 
compensation in the form of capital gains, is on the 
objective of tax savings for the executive, and is of 
most significance to the highest-paid executives. 

The type of stock option plan in most general use 
is the restricted stock option, whose most significant 
characteristics from a compensation standpoint are: 


e The executive is given an opportunity over a period 
of years to buy his company’s stock at approximately the 
market price at the time of issuance of the option. 

e He is under no obligation to exercise this option 
unless he chooses to do so, and then only to such extent 
as he may choose and can finance. 

e If he exercises his option, the executive cannot sell 
any of the stock so purchased within less than two years 
from the date he received the option, or six months after 
his last sale of his company’s stock, whether purchased 
under option or not. 

@ When the relevant legal and technical requirements 
are observed, the executive pays no tax on the option when 
received or when exercised, and any profit from the sale 
of the optioned stock is taxed as a capital gain at tax rates 
which, for the higher-salaried executives, are substantially 
less than the progressive income tax rates. 

e Restricted stock options are usually made available 
to only a relatively few key executives. 


Stock options are more a privilege than a direct 
form of compensation, since the individual executive 
must invest his own money in the company’s stock in 
order to benefit from the option. The value of the 
privilege depends upon future events, and will accrue 
to the executive only if the company prospers, the 
price of the stock rises, and the executive has the 
financial means to exercise his option. The only costs 
to the company are the dividends paid on the stock 
purchased and a modest dilution of the stock out- 
standing. 

Unless the price of the stock rises substantially, the 
stock option can be a rather frustrating form of com- 
pensation for the recipient. But in the case of a com- 
pany like General Dynamics Corporation, which is 


operating in areas with a tremendous growth poten- 
tial, the stock option is almost indispensable as an 
inexpensive form of incentive to the top-flight, high- 
income executives who are necessary for the conduct 
of large enterprises. 


Protective compensation comprises all those forms of 
compensation whose primary purpose from the em- 
ployee’s standpoint is to protect him and his depend- 
ents against the problems incident to retirement, | 
unemployment, disability and death. It includes pen- 
sion and retirement plans, insurance and certain other 
types of deferred compensation. | 

The essential-and distinctive characteristics of pro- 
tective compensation are predictability as to amount, 
deferment as to timing, and certainty as to payment. 

The primary value of protective compensation from 
the company’s viewpoint lies in its use as an instru- 
ment for promoting a regular progression of capable 
executives upward through the organization by facili- 
tating the “graduation” of the older and more senior 
executives into a retired or “consultative” status, and © 
as a means of relieving executives in some measure 
from personal financial worries, thereby permitting 
them to concentrate their attention more fully on the 
company’s affairs. 

In addition, a retirement plan, to the extent that 
the amounts paid into it do not vest in the executive, 
serves as an inducement for him to remain with the 
company until retirement. 

Experience has shown that, when all the hidden and | 
indirect costs are taken into account, systematic, 
funded retirement plans provide the least costly way 
to deal with the problem of the over-age executive, 
quite aside from the competitive pressures that make 
such programs mandatory today if competent execu- | 
tives are to be recruited and retained. 


Deferred compensation is not a distinct form of com- | 
pensation at all, but rather a characteristic that can | 
be incorporated into most forms of compensation, in-’ 
cluding salary, with the effect of leveling out the | 
executive’s earnings curve. Instead of confining the 
executive’s compensation to his working years, de- | 
ferred compensation spreads his lifetime compensation 
over his whole adult life. 

All retirement plans are forms of deferred compen- 
sation, but the expression is usually employed in | 
reference to individual executive employment con-— 
tracts which incorporate, in effect, tailor-made retire- 
ment plans by providing for continuation of payments 
to the executive or his estate under specified condi- 
tions for a period of time after termination of his 
active association with the company. ! 

Deferment of income tends to produce a reduction 
in the executive’s lifetime income-tax liability, an 
aspect of deferred compensation which is extremely 
attractive to high-income executives. 
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Perquisites comprise those elements of the executive’s 
compensation that take the form of privileges and 
services rather than cash payments. The magnitude 
of perquisites is measured not in dollars and cents but 
in numbers of windows and of secretaries; in the size 
and location of the executive’s office and the thickness 
of the pile on the rug, if any; in the use of company 
furnished automobiles and aircraft; in club member- 
‘ships and even magazine subscriptions paid for by the 
company. 

The two distinctive characteristics of perquisites as 
a form of compensation are that, ordinarily, perqui- 
sites are tax free to the executive, and that, in many 
of their forms, they are common knowledge to fellow 
executives and business associates. Thus perquisites, 
like the gold braid and stripes of military rank, serve 

_ as a symbol of status in the executive hierarchy. These 
‘characteristics make perquisites a very significant, 
sensitive and ubiquitous element in a company’s 
compensation program. 

Perquisites are no substitute for a sound salary pro- 
gram, nor can they do the jobs that can be done by 

supplementary and protective compensation, but they 
cannot be ignored, and when badly handled they can 
erode the morale values of the remainder of a com- 
pensation program. As management becomes increas- 
ingly sensitive to the morale aspects of its job, and 
in the environment of the progressive income tax, 
perquisites will play a role of growing importance in 
compensation programs. 


~~ 


Thus far I have outlined the fundamental objec- 
tives of executive compensation as we see them—to 
recruit, hold and appropriately motivate executives— 

' and I have analyzed the various forms of compensa- 
_ tion in terms of their place in a compensation program 
designed to achieve those objectives. 

All forms of compensation—salary, supplementary 
compensation, protective compensation and perqui- 
| sites—are important as instruments for recruiting and 

holding executives, but I suggest that the key to the 
most effective employment of financial incentives 
beyond base salary lies in their use to influence the 
nature and quality of executive action. In this sense, 
a company would be well advised to avail itself of 
a variety of compensation tools appropriate to the 
motivations required for each major category of posi- 
tions, and adapted to the varying needs of its execu- 
tives. ‘ 

I make no brief for my particular classification of 
forms of compensation or the specific analysis of the 
_ place of each in a compensation program. There are 

other ways of looking at executive compensation and 
other purposes that it can serve. The important thing 
_is to think out one’s objectives, select the appropriate 
, compensation tools, and then employ them in a 
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manner adapted to the achievement of the intended 
purposes. Only thus can one avoid being caught up 
in the whims of current practice or the expedience of 
mere tax avoidance. 

Such a systematic approach to executive compen- 
sation also helps guard against such anomalies as 
gimmicking up an incentive plan with long-term non- 
vesting deferred-payment characteristics that mini- 
mize its impact as a stimulus to executive action; 
relying on a stock purchase or stock option plan, with 
its inherent uncertainties as to ultimate payoff, to 
play the part of a retirement plan whose essential 
characteristics are definiteness and certainty of retire- 
ment payments; or awarding stock options to execu- 
tives at levels of compensation that do not provide 
the means to exercise the options. 

The logic of the foregoing analysis suggests, also, 
that the maximum potential effect in attracting, hold- 
ing and motivating executives will be achieved by 
allowing the executive to select, within limits, the 
forms of compensation which are most attractive to 
him in light of his age, character, family, and financial 
circumstances. 

The limits on the individual executive’s selection 
are imposed by: 


e The type or types of motivation determined by 
the company to be appropriate for each executive 
position, 

e The amount of the total compensation package 
established by the company for the individual in 
his job, and 


e Practical considerations in administering the 
compensation program. 


Thus, as a matter of company compensation policy, 
the executive head of an operating division might be 
required to take a substantial portion of his total 
compensation in the form of incentive payments, and 
all executives might be encouraged to participate in 
a uniform, company-wide group life and health plan; 
but the individual executive could be given the option 
to vary the proportions of his compensation package 
within such limits and in such fashion as to recognize, 
for example, that in the early years of his career, when 
his total income is at a minimum, salary is particularly 
important, that insurance is particularly attractive in 
the middle years when his family obligations are at a 
maximum level, and that the emphasis may shift in 
later, high-income years to retirement programs and 
capital gains. 

It would be a pretty tall job to implement such an 
individualized compensation policy, and I do not say 
that it has been done or can be done on a comprehen- 
sive basis, although the trend is apparent in the many 
individual employment contracts that are signed with 
key executives. It is interesting, however, to see where 
the logic of the analysis leads us, and even if the 
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result be no more than to incline us to be both more 
analytical and more flexible in our thinkig on com- 
pensation matters, that, after all, is the problem we 
are discussing here. 


Summary 
by Charles D. Doerr 


CHAIRMAN DOERR: Meeting the demand for bet- 
ter management is one of our major concerns today. 
The three articles in this Round Table, as well as the 
two Round Tables on the same subject that appeared 
in the April Management Record, have made available 
to us a wealth of information on the subject. But how 
ure we going to put this information to work? We look 
at our respective desks and find them piled high with 
work. We say: “Yes, I’m going to look into these sub- 
jects—as soon as I clear my desk.” And yet too seldom 
do we do it. 

I’ve tried to jot down, as a guide for myself, the 
following seven questions which cover the over-all 
subject of meeting the demand for better management. 


1. How can we meet the demand for better manage- 
ment in our company? ... How can we increase our 
consciousness of what constitutes a good manager? 

2. Isn’t this the time to use a diagnostic approach 
to our management development activities? ... How 
are our managers being affected by it? ... Are we too 
involved in developing the tools, techniques and pro- 
grams of management development? 

3. What are we really trying to do in management 
development? ... Are we setting and reaching long- 
and short-range goals with a continuous balance of 
satisfactions to owners, employees, customers, and 
ourselves? . . . Can we apply the six qualities of a 
good manager, listed by Dr. Henry, to owr company? 
Do our executives understand the ten goals sought by 
most employees, that Dr. Kahn elaborated on in his 
article?? ; 

4. How can we improve the opportunity for growth 
in our company? ... What about our over-all policies? 
. . . Have they been clearly thought through? .. . 
Are they down in writing? .. . Are they understood 
by all our managerial people? 

5. Is our organization planning tied in with the 
development of our management people? . . . Does 
our organization planning help set goals for our man- 
agement people? .. . Do our management appraisals 
really judge performance on the basis of these goals? 


1See the April Management Record, p. 119, for Dr. Edwin R. 
Henry’s description of a good manager from management’s point of 
view: Dr. Robert L. Kahn’s ten employee goals are given on p. 
121 under the heading of “The Characteristics of a Good Manager 
from the Employees’ Point of View.” 


... Does our management development program seek 
to close the gap between our goals and our perform- 
ance on each of our managerial jobs? 

6. How are our communications? ... Are we getting 
our management development concepts through to 
our management people? .. . How about our training 
courses for management—are they really in tune with 
the times? 


7. Are we assuring economic satisfaction for our | 


managers and professional people? . . . What about 


our salary structure—will it attract and hold good | 


managers? ... Will it motivate managers to do better 


in the years ahead? .. . And, finally, what about the | 


financial incentives beyond base salary—the supple- 
mental compensation, the protective compensation, 
and the perquisites of the job? 

It seems to me that with these seven questions we 
can examine our own programs for developing man- 


agement men in our companies, and make them pay — 


off! 


Management Bookshelf 


The Dynamics of Interviewing—So many interviews take 
place in business every day that it might be supposed that 
the subject is well understood and that interviewing is 
always done expertly. The authors of this book think 
differently. Many people, they point out, regard the inter- 
view as “a sort of battle of wits between respondent and 
interviewer.” To be a good interviewer, it is noted, “a 
person must first know and understand . . . the psycho- 
logical forces at work in the interview.” Sample interviews 


of interest to supervisors and employment managers, based — 


on work done by the Survey Research Center of the Uni- 
versity of Michigan, are included in this volume. By 
Robert L. Kahn and Charles F. Cannell, John Wiley & 
Sons, Inc., New York, New York, 1957, 368 pp., $7.75. 


Studies in Enterprise—This book offers a bibliography of 


American and Canadian company histories and biographies — 
of businessmen. It is arranged to conform to the Standard — 


Industrial Classification Manual of the United States Tech- 


nical Committee on Industrial Classification of the Divi- — 


sion of Statistical Standards. Compiled by Lorna M. 
Daniells, Baker Library, Harvard University Graduate 


School of Business Administration, Boston, Massachusetts, — 


1957, 171 pp., $4.50. 


Leadership in the 20th Century—This book is based on five © 
lectures delivered by the author under the auspices of the — 
Polytechnic Management Association of London. The 


author, L. F. Urwick, has been active for thirty years in 
promoting the scientific study of business management on 
an international scale. Here he discusses: (1) the social 


necessity for leadership; (2) the psychological bases of © 


leadership; (3) what the leader does; (4) some classic 
examples of leadership; and (5) the development of future 
leaders. By L. F. Urwick, Pitman Publishing Corporation, 
New York, New York, 1957, 88 pp., $2.78. 
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Profit Sharing in Unionized Companies 


The UAW’s call for profit sharing in the auto industry points up the need for a closer 


look at the experiences of unionized companies with such plans 


ALTER REUTHER’s demand that the major 

automobile manufacturers share profits with 
their employees has thrown the spotlight on unionized 
companies’ experience with profit-sharing plans. Some 
information is available from eighty-seven unionized 
profit-sharing companies included in a recent study 
of profit sharing by Tae Conrerence Boarp.! To sup- 
plement this earlier material, a number of these 


‘companies were contacted recently and asked for 


additional information about their profit-sharing bar- 
gaining experiences.” 

Judging from the recent follow up, probably in half 
of these eighty-seven unionized companies the union 


’at no time has attempted to bargain on the profit- 


sharing plan in any way. In these companies the plan 
typically has been developed by management, covers 
both union and nonunion employees, and has been 
installed and operated with no attempt by the union 
to modify it or to put it into the contract. 

The other half of the companies have experienced 
some kind of pressure for bargaining the profit-sharing 
plan at one time or another. In this group, at least 
three different patterns of profit-sharing bargaining 
are discernable, with about the same number of com- 
panies in each group. 


e At one extreme are companies in which the profit- 
sharing plan today is part of the union contract. 
In some of these companies, the plan is manage- 
ment developed and. controlled and the contract 
merely refers to it. More commonly, the union 
has played an active role in modifying the plan, 
usually after it had been put into the contract. 
In another group of companies, the union at one 
time or another has tried to get the profit- 
sharing plan put into the contract—but without 
success. 

At the other extreme is a group of companies in 
which the union has bargained its members out 
of an existing profit-sharing plan. 


“Sharing ‘Profits with Employees,” Studies in Personnel Policy, 
No. 162, pp. 63-65. i 

*Of the eighty-seven companies, only fifteen have the plan in 
their union contract. All these fifteen companies were contacted in 
the follow-up survey. But only half of the seventy-two companies 


_ whose plans are not in the union contract were questioned in the 


follow-up. Each of these thirty-six companies actually questioned 
is counted as two companies for purposes of generalizing here. 


_ the remainder of the article, however, only the experience of the 


| MAY, 


y. 


thirty-six that were questioned is described. 
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Another inference of the follow-up study is that 
Reuther’s demands on the major auto makers have 
not led, so far, to greater union interest in bargaining 
profit-sharing plans. Companies contacted whose 
profit-sharing plans are not part of the union contract 
were asked “whether there has been any noticeable 
increase in pressure from your union to put your 
profit-sharing plan into the union contract?” None 
said “yes,” though in most cases union members par- 
ticipate in the plan. 


PROFIT-SHARING DEVELOPMENTS 


To put these unionized profit-sharing companies in 
proper perspective, three facets of profit sharing in 
this country should be underlined. 

In the first place, profit sharing for rank-and-file 
workers still is not widespread. For example, in a 
survey of 884 companies in 1954, the Board found 
only 14% with profit-sharing plans for hourly and 
nonexempt salaried workers. 

This survey also illustrates one of the most striking 
developments in recent profit-sharing history—that is, 
the growing importance of deferred profit sharing 
and the relative decline of cash profit sharing. Almost 
two-thirds of the profit-sharing plans in the 1954 
survey were of the deferred type. And in recent years 
the growth of these deferred plans has been pro- 
nounced. In 1956, the Internal Revenue Service ap- 
proved 2,055 of them; and in 1957 another 2,885 were 
approved. In contrast, between 1942 and late 1946 
only 2,508 deferred plans were approved by IRS. 

In other words, the trend has been toward the use 
of profit sharing to provide retirement income and 
away from the traditional cash profit sharing to sup- 
plement current earnings. 

Directly related to this is a third important fact: 
profit-sharing plans are primarily a small-company 
device. For example, in 1955 a study of employee 
welfare funds under the trusteeship of state and 
national banks located in New York indicated that the 
average deferred profit-sharing plan covered 290 em- 
ployees while the average pension plan covered 2,512 
employees.” 

Thus the “typical” profit-sharing plan today is 


1“Personnel Practices in Factory and Office,” Studies in Person- 
nel Policy, No. 145, p. 39 and p. 91. 

4“Pension and Other Employee Welfare Plans,” New York State 
Banking Department, 1955, p. xi. 
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one used by small companies to provide retirement 
income, usually in lieu of a formal pension plan. In 
larger companies, the profit-sharing plan tends to be 
a supplement to a formal pension plan.t 

These developments in profit sharing are reflected 
among the eighty-seven unionized companies with 
such plans discussed here.? Deferred profit-sharing 
plans are found in 80% (seventy) of these companies, 
including the nine companies using both deferred and 
cash profit sharing. The other seventeen companies 
have only a current or cash profit-sharing plan. 

Most of these companies are relatively small. Only 
seven employ more than 10,000 workers; thirty-five 
(40%) employ 1,000 to 10,000 and the remaining 
forty-five companies (52%) employ less than 1,000 
workers (60% of these forty-five employ less than 
500). 

All but two of the seventeen companies with only 
a cash profit-sharing plan have a pension plan. But 
among the seventy companies with a deferred profit- 
sharing plan forty-eight firms (almost 70%) have no 
pension plan for the employees covered by deferred 
profit sharing. This is particularly true in the small 
companies with deferred profit sharing; only six of 
thirty-five companies with less than 1,000 employees 
have a pension plan, while sixteen of thirty-five com- 
panies with more than 1,000 workers have a pension 
plan. In the small firm, deferred profit sharing tends to 
be a substitute for a pension plan; in larger companies 
it tends to supplement it. 


PLANS IN UNION CONTRACTS 


As already mentioned, only fifteen of the eighty- 
seven companies have their profit-sharing plan incor- 
porated as part of the union contract.2 Thirteen of 
these companies provided added information about 
their bargaining on profit sharing. 

In five of these thirteen companies, the union 
has played a completely passive role with respect to 
the profit-sharing plan—except to request that the 
plan be “referred to” in the union agreement. In these 
companies, management unilaterally developed the 
plan and the union has made no requests to change it 
since then. 


1 These remarks relate only to profit sharing for rank-and-file em- 
ployees. The use of profit sharing as the basis for executive bonus 
plans is fairly common, especially among larger companies. For the 
most part, these bonus ‘plans are not designed to pay off after retire- 
ment, although the earned bonus may be spread over a number of 
years. See “Profit Sharing for Executives,’ Studies in Personnel 
Policy, No. 90, and “Incentive Bonuses for Executives,’ Manage- 
ment Record, March, 1956, p. 82. 

? Data do not correspond exactly with data in the profit-sharing 
study. One company was omitted because of incomplete information 
and a few other companies have changed their plans since the basic 
study was done. 

* Eleven plans in these companies are deferred: seven as substi- 
tutes for pension plans and four as supplements. There are seven 
cash bonus plans: six in companies with a pension plan and three 
in conjunction with deferred profit sharing. 


In the other eight companies the union has played 
a more active role. In three of these companies, the 
plan was actually developed by union-management 
cooperation. (Two of these plans are of the deferred 
type and were developed “to satisfy the union request 
for a retirement program.” The third is a cash bonus 
plan.) 

In the remaining five plans where the union has 
played a more active role, this only happened after 
the plan was put in the contract. The plans were 
developed exclusively by management and put in the 
labor agreement in this form. Since then, they have 
been revised in subsequent bargaining. 

One company reports that “the only aspect that 
has been bargained is the method of payment.” 
Formerly the company made payment in its own 
common stock. The union bargained for the right of 
the employee to choose whether he wanted his pay- 
ments in cash or stock. 

Another company states that it has bargained on 
the length of service needed for vesting and on 
whether an employee who quits during the year 
should get a prorated share of the year’s cash bonus. 

Another firm reports bargaining on the following 
three aspects of its profit-sharing plan: 


1. Originally, a sliding-scale percentage of profits was 
used. This was revised to a flat 6% of profits before taxes. 
Dividend income from investments was excluded from 
profits. 

2. The plan originally geared the share of profits re- 
ceived by an employee to his annual earnings. The union 
asked that each eligible employee receive an equal share, 
if he worked an equal number of weeks during the fiscal 
year. 

8. The union asked that the definition of employment 
be expanded to include those on military leave (within 
one fiscal year) for computation of the number of weeks 
employed as a means of computing the individual’s share 
of profits. 


Two other companies indicate that bargaining has 
occurred on the following: (1) proportion of net 
profits to be allocated to participants as a group; 
(2) the formula for computing an individual’s share; 
(3) the length of service needed for vesting and 
eligibility to participate; and (4) withdrawal and 
loan provisions. One of these companies has bar- 
gained, in addition, the frequency of distributions 
under their cash bonus plan. 


Company Comments 


The companies that have profit-sharing provisions 
in their contracts were asked for comments that might 
be useful to other firms faced with similar demands. 
Seven companies furnished replies: 


e “Our advice—don’t! Can be a headache and a constant 
source of irritation.” 

e “Specify that everyone is bound by determination of 
profit as computed by the usual persons or depart- 
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eres. — 


ments—that is, the controller, a certified public ac- 
countant, ete.” 

e “Study the purpose of the plan. If it is to be an incen- 
tive to produce more, use a current-distribution plan. 
If the purpose is to stabilize the work force and create 
security against risks of disability, death, retirement, 
or termination of employment, use a deferred plan. 
Ii both, use both. But be sure to put twice as much 
in the deferred plan as is paid in cash.” 

e “Be sure that all provisions and features are clearly 
understood and defined to avoid confusion.” 

e “Investigate other plans, especially reasons why some 
were discontinued and/or changed. Place limits on 
any joint administration, and remove the plan from 
arbitration and grievance procedure. Above all, have 
a good knowledge of how a profit-sharing plan works 
and have an ideal one drawn up in advance—one 
tailored to your own company.” 

e “Profit sharing was introduced as a group incentive 
method, but we now feel it is not functioning as such. 
It does help in developing employee interest in man- 
agement’s problems but the plan is not enthusiasti- 
cally accepted by stockholders and financiers.” 

e “Be sure to insert clauses that leave to management 
sole determination of the right to modify or amend 
the plan.” 


PLANS NOT IN THE UNION CONTRACT 


Although seventy-two of the eighty-seven profit- 
sharing plans in unionized companies are not covered 
by the contract, probably better than one-third of 
these firms have been pressured by the union at one 
time or another to “bargain” the plan. Of the thirty- 
six companies specifically questioned on union at- 
tempts in this direction, twenty-two said that no 
such attempt had ever been made, even though union 
employees are covered by the plan. But fourteen of 
these thirty-six companies described union attempts to 
modify the plan or put it into the contract. However, 
two quite different situations are found among these 
fourteen companies: in eight, the union has bar- 
gained away its coverage under an existing profit- 
sharing plan; and in the other six, the union has tried 
to get the existing plan referred to in the contract 
without success. 


Attempts to Include in Contract 


In four of the six companies in which the union has 
attempted to put the plan into the labor contract, the 
basic reason appears to be a desire to bargain all types 
of fringes, as indicated by the following comments of 
the managements. 


e “We believe our company’s profit-sharing plan to be 
equal to most other plans; therefore, the union’s 
interest cannot be to improve upon the provisions of 
the plan. The primary motivation of the union to 
include the plan in the contract appears to be for 
propaganda purposes when organizing other com- 
panies or for negotiation with other companies after 
they are organized.” 
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e In one company with a deferred plan supplementing a 
pension plan, the demands arose from pressure by the 
international union to bargain all fringes; the local 
leaders “were not too interested.” The company ob- 
jected because it “does not intend to have its profit- 
sharing plan become a labor relations football.” 

e A company with a deferred plan and no pension plan 
indicated that the union tried to get “exclusive control 
of it.” But the company turned the union down pri- 
marily “because the plan affects nonunion personnel 
too.” 

e In another company (with no pension plan) the union 
tried to bargain the deferred plan to “gain prestige 
and to have another fringe to talk about.” The com- 
pany objected because of the difficulty of bargaining 
with several unions at each of several plants. The 
company felt that “no single bargaining unit was 
competent to negotiate a plan which covers the entire 
company.” 


In the remaining two companies of this group of 
six, the union request to bargain appears to have 
resulted from the technical operation of the plan, as 
shown below: 


e A multiplant company, asked to modify its cash profit- 

sharing plan, negotiated the following clause. “The 
union has requested the employer to consider modifi- 
cation of the existing profit-sharing plan so that 
profit-sharing payments made to the [location] em- 
ployees will be based solely on the operations of 
that plant and not on a company-wide basis. The 
employer agrees to give consideration to the union’s 
request. 
“Tf the employer should deem it advisable to amend 
the profit-sharing plan in this or other respects, then 
the employer may do so without negotiating with the 
union concerning such changes. The employer shall, 
after such amendments have been made, furnish the 
union with detailed information with respect thereto. 
Any and all amendments to or modifications of the 
profit-sharing plan shall be uniform with respect to 
all of the employer’s plants,” 

e In a company with both current and deferred profit 
sharing but no pension plan, the union asked for 
representation on the board of trustees because it 
wanted to know more about investment of the de- 
ferred funds. The company turned down the demand 
“because of the costly legal work involved if the plan 
was revised each year through contract negotiations.” 


It might be noted here that the companies whose 
profit-sharing plans are not in union contracts were 
asked what their basic objections were to bargaining 
profit sharing. Four companies said they had no ob- 
jections. But twenty gave reasons that usually fell 
into one of the following categories: 


e The distribution of profits is a management pre- 
rogative. Profits belong to stockholders. 

e The plan was developed voluntarily by manage- 
ment. 

e The plan covers both union and nonunion em- 
ployees. 
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e The plan covers more than one union, each with 
separate contracts. 


e The plan is too technical to bargain. 


"Bargaining Out" of Profit Sharing 


Experience in the eight companies where the union 
has accepted some other benefit in lieu of continued 
coverage under a profit-sharing plan illustrates at 
least some of the union opposition to the three basic 
patterns of profit sharing—the deferred plan as a 
substitute for a pension; the deferred plan as a sup- 
plement to a pension; and the current distribution or 
cash bonus type of plan. 

As already indicated, small companies tend to use 
deferred profit sharing as a substitute for a pension 
plan with fixed benefits. From the point of view of the 
company, the profit-sharing plan means that its con- 
tributions for retirement income are geared directly to 
the profits of the company; in this case relatively fixed 
contributions, both in good years and bad, can be 
avoided. However, in this case the employee retire- 
ment benefit is also variable, and it is this feature of 
deferred profit sharing that some unions object to. 

In five companies studied here, the union bargained 
out of an existing deferred profit-sharing plan in favor 
of a fixed-benefit pension plan. 

One company describes the situation as follows: 
“Our profit-sharing plan, designed to provide retire- 
ment income, was originally instituted in 1945 and 
included all employees, both union and nonunion. In 
1949, members of the CIO union asked that a pen- 
sion plan be substituted for the profit-sharing plan, 
since the union members preferred a fixed pension for 
retirement rather than a variable profit-sharing ar- 
rangement. This was bargained as part of their con- 
tract and put into effect in 1950. The main reason 
for this change was that in the years 1945 to 1949, 
the amount of profit sharing as determined by our 
formula was quite small.” 

Another company had a somewhat different experi- 
ence. A deferred profit-sharing plan was adopted, 
without negotiation, in 1942 for all employees. About 
five years later, the union bargained away their share 
in the plan for a 6 cents an hour wage increase. Since 
then, however, the union has negotiated a fixed-bene- 
fit pension plan; nonunion employees continue to 
receive retirement benefits from the deferred profit- 
sharing plan. 

Another company indicates that it has no objection 
to bargaining the deferred profit-sharing plan if the 
“union would accept it as a substitute for the present 
pension plan. We tried to put it into the contract but 
the union turned it down.” 

Union preference for a fixed-benefit pension plan 
rather than varying benefits from deferred profit 
sharing is a fairly well-established fact. On the other 
hand, data on union attitudes toward a deferred 


profit-sharing plan which supplements a pension plan 
are scarce. The experience of one company indicates 
that a union may take a strike to keep both in opera- 
tion. The president of the company explains: 


“We had our union negotiations last summer. One of the 
issues involved was the union’s demand for a very sub- 
stantial increase in our pension plan. We told the union 
we would consider this increase only if the profit-sharing 
plan was discontinued; we said we couldn’t contemplate 
bearing the expense of both the increased pension plan 
and the old profit sharing. On this point and several others 
the two parties failed to agree and a long strike ensued. 


At the end of the strike, the union agreed to the discon- _ 


tinuance of the profit-sharing plan and the company agreed 
to the increase in the pension plan. While the profit-sharing 
plan was not a part of our union agreement, we neverthe- 
less had to secure the union’s approval for its discontinu- 
ance since we had informally agreed that no change 
adversely affecting the interests of the union membership 
would be made without their knowledge and approval. 

“We did not feel that we were getting adequate value 
from our union members for the cost of the profit-sharing 
plan. In other words, the plan itself was a large expense 
item to the company and we got very little credit for it 
from the union.” 


Historically, union opposition to profit sharing in- 
variably has been expressed as opposition to “cash 
bonus” profit sharing. The basic reason for this is the 
fear that the cash bonus will be used to forestall bar- 
gaining and adequate increases in base rates—the fear 
that cash profit sharing may become a substitute for 
“fair” base rates rather than a supplement to them. 
Linked to this has been the dislike of the direct impact 
on wages of poor profit years. Unions have translated 
this to mean that workers are forced to share the risks 
of the entrepreneur. 

In one company surveyed here, the union bar- 
gained out of a cash bonus plan in return for an in- 
crease in base rates. The company states, however, 
that “the union has expressed a desire to regain 
participation in the cash bonus.” 

Acceptance of a wage increase rather than con- 
tinuation of a cash profit-sharing plan is illustrated 
by the experience of the following company: 

“Each year since 1941, our employees in the bargaining 
unit received what we called a ‘wage dividend.’ This was 
paid annually, shortly before Christmas, and was a per- 
centage of the employee’s annual earnings, the percentage 
being determined by the profits made during the year. 
This percentage ranged from 7% to 10.5% over the years. 
It has been 10% for the last five years. During the bar- 
gaining sessions that took place in January of this year, 
management decided to increase the hourly rate of all 
employees in the bargaining unit 10% and to discontinue 
the wage dividend. This decision was reached prior to our 
negotiations and was made part of the package settlement 
with the union.” 

Haruanp Fox 
JAMES J. BAMBRICK, JR. 
Division of Personnel Administration 
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The GM Formula—Ten Years 
and 90 Cents Later 


T WAS just ten years ago—May 25, 1948, to be 
exact—that General Motors announced one of its 
most important products, the GM formula. It came 
into being during the process of negotiating the 1948 
contract with the United Automobile Workers. 
Through this formula, GM attempted to substitute 
some logic for the hit-and-miss haggling that had 
characterized the yearly wage negotiations until then. 
However, it was not a last-minute proposal. As early 
as 1941, the company had sought to develop some 
principles of wage determination that would do away 
with crisis-type bargaining. As a result of GM’s 
studies, the formula it finally unveiled in 1948 was 
based on two principles: 


1. The purchasing power of an hour of work 
should be protected against increases in the cost of 
living. GM concluded, however, that use of this 
principle alone, unaccompanied by any other method 
for increasing wages, could only freeze the worker’s 
standard of living and leave him in a static position; 
so a second principle was necessary. 


2, The employee’s standard of living should be 
improved by allowing him to share in the over-all 
increased efficiency of the country. Analyses of the 
historic trend in the nation’s productivity by various 
economists brought forth a variety of figures. But 
GM was satisfied that all of them were in agreement 
to this extent: “over the past fifty years the country 
had improved technologically at an annual rate of 
from seven-eighths of 1% on the low side to better 
than 3% on the high side.”’# 


As a dollar and cents proposal, these principles 
emerged as the two distinct parts of the GM formula: 


1. A quarterly cost of living adjustment based on 
changes in the Bureau of Labor Statistics’ consumer 
price index. The specific formula adopted in 1948 
(1 cent for each 1.14 point change in the BLS 
index) reflected the ratio of GM’s average hourly 
wage to the April, 1948, index (average wage $1.49, 
BLS index 169.3). 

2. An “annual improvement factor,” or annual 
wage increase, reflecting the long-term increase in 


1“Behind the General Motors Wage Program,” a talk by H. W. 
Anderson, former vice-president, industrial relations, General 
Motors, before the California Personnel Management Association 
in 1950. 
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the nation’s productive efficiency. The specific 
amount agreed to in 1948 was 3 cents per hour, 
representing approximately 2% of average wages.! 


In addition, through the use of the formula, GM was 
also able to accomplish another objective—lengthen- 
ing the period between contract negotiations. Its 1948 
contract ran for two years. In 1950 negotiations, it 
was able to extend the duration to five years; and in 
1955 it got a three-year contract. 

GM spokesmen consistently emphasize that they 
are convinced of the soundness of the principles under- 
lying the formula. Early this year, in response to 
Walter Reuther’s statement of the UAW’s contract 
demands, Harlow H. Curtice, president of General 
Motors, again enunciated GM’s belief that its formula 
represents a proper approach to wage adjustments for 
its employees. 


Increases under the GM Formula 


How have the employees fared under the workings 
of the GM formula? As of now, the formula represents 
a minimum increase of 90 cents per hour over the base 
rates that existed in 1948. Of this amount, 68 cents 
represents an actual increase in base rates resulting 
from the annual improvement factor plus that portion 
of the cost of living increases which has been incor- 
porated into the base rates. The other 22 cents is the 
current cost of living allowance. (See chart.) 

However, the above breakdown tends to understate 
the importance of the cost of living increases that have 
actually been given. More appropriately, the effects 
of the GM formula might be looked at in this way: 


Cost of living increases, 
. May 29, 1948, to present—44 cents 

Annual improvement increases, 
May, 29, 1948, to present—46 cents 


Total—90 cents 


Twenty-two cents of the cost of living increases has 
been incorporated into base rates. Three cents of the 
initial 8 cents cost of living adjustment in 1948 was 
added to base rates immediately. Then in the 1953 
modification of the 1950 contract, an additional 19 


*For a detailed account of the history of the GM formula see 
“Cost of Living Provisions in Union Contracts,” Studies in Person- 
nel Policy, No. 113; and “Escalator Clauses in the Revised BLS 
Index,” Studies in Personnel Policy, No. 187; and “The Wage and 
Fringe Package in Autos,” Management Record, July 1955, p. 286. 
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cents of the 24 cents cost of living allowance then 
existing was added to base rates. (See chart.) 


Changes in the Formula 


Since 1948, the GM formula has undergone several 
model changes, but its operation has remained essen- 
tially the same. The cost of living formula originally 
set up in the 1948 contract and continued in the 1950 
contract called for a 1 cent per hour cost of living 
adjustment for each 1.14 point change in the BLS con- 
sumer price index. Then in 1953 when the BLS index 
was revised the five-year contract was reopened and 
the cost of living formula was changed to 1 cent for 
each .6 point. In the 1955 negotiations, the formula 
was again changed—this time to 1 cent for each 5 
point change in the BLS index. 

The annual improvement factor has also been 
changed. In the original 1948 contract, it was 3 cents 
per hour. In the 1950 negotiations it was increased to 
4 cents per hour, and then to 5 cents per hour in the 
1953 revision. In the 1955 contract, the annual im- 
provement factor for the first time was put on a 
percentage basis, 2.5% per year with a 6 cents mini- 
mum. 

In the five-year contract, a new clause was added 
that both GM and the UAW hailed as significant: 


“The annual improvement factor provided herein . 
recognizes the principle that to produce more with the 
same amount of human effort is a sound economic and 
social objective.” 


Impact of the GM Formula 


General Motors has consistently maintained that 
the GM formula was not designed as a pattern-setting 
agreement. It was set up to overcome GM’s dissatis- 
faction with annual bargaining. However, when the 
formula was announced in 1948, it created a stir, not 
so much because of the escalator clause, but primarily 
because of the commitment to grant “productivity” 
increases. Few companies, however, emulated GM 
by adopting similar formulas at that time. 

Even the UAW was not wholly enchanted with the 
GM formula. And it became definitely disenchanted 
when, after a short period of cost of living increases, 
the price index began to fall. As a result, the UAW 
spoke of abandoning the escalator part of the formula 
in the 1950 negotiations. However, the union agreed 
to continue the entire formula in the five-year contract 
negotiated in May, 1950. And shortly after this, with 
the start of the Korean war and the rapid increases in 
the cost of living, the UAW adopted the formula as its 
national bargaining program. 

1 With each révision, however, the new formula was to apply 
only to new cost of living adjustments. Cost of living adjustments 
gained under the old formulas could only be lost at the old rates. 
Of the present 22 cents, for example, 5 cents was gotten under the 
1 cent for 1.14 point formula (or the 1 cent for .68 which is the 


equivalent on the revised index base) and 1 cent was gained under 
the 1 cent for .6 formula. 


Within a short period, the GM formula—or variants 
of it—had spread widely. By early 1951, close to 2 
million employees in a variety of industries were coy- 
ered by escalator clauses, and about half of these 
workers also got annual wage increases. UAW con- 
tracts covered the largest portion of the group. By 
late 1951, about 3.5 million employees were covered 
by escalator clauses—largely because of the Korean 
war wage stabilization policy which gave approval to 
escalator clauses. 

But just as a rapid rise in the cost of living during 


the 1950-1952 period caused unions to jump on the © 


escalator bandwagon, the fall in the cost of living 
index followed by relative stability in 1953-1954 caused 
them to jump off. There was wholesale abandonment 
of wages escalators. Total coverage fell to about 1.7 
million, according to the BLS. And the UAW, tied as 
it was to its five-year contracts in the automotive and 
farm-equipment industries, accounted for most of this 
number. 

In the past two years, the situation has changed 
again, reflecting the steady rise in the consumer price 
index since 1956. The railroad unions, which had 
abandoned the escalator in 1953, revived both it and 
deferred increases. The Steelworkers, whose heritage 
from the United Mine Workers made wage escalation 
anathema, signed a three-year contract that contained 
provisions for semi-annual cost of living wage adjust- 
ments and annual increases during the life of the 
contract. Portions of the electrical industry also 
adopted wage escalators. At the start of 1958 BLS 
estimated that 4.5 million employees were covered by 
escalators, while 4 million employees were covered by 
contracts that provided deferred increases which are 
due in 1958. 

The current crop of escalator-clause and annual- 
wage increases differ from those of the early Fifties. 
The earlier boom in this type of contract occurred so 


swiftly that many negotiators grabbed the GM for- © 
mula without bothering to examine the thinking behind ~ 
it. Many adopted the exact formula—the same annual _ 
improvement factor and the same contract verbiage— 


whether or not the formula bore any relationship to 
their own wage structure. 
More recently, however, the escalator clauses 


adopted set up schedules of adjustments that more — 
closely reflect the relationship between the cost of — 


living and wages in the individual company. Produc- — 


tivity increases—the term often applied to GM’s an- 
nual improvement factor—are more often called 
deferred increases or just annual increases. This tends 
to emphasize that these increases are not based on 
any close relationship to the trend in productivity but 
are just part of the collective bargaining process, 
especially when a long-term contract is involved. 
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Supper Allowance Practices 


When employees work overtime hours, should a special meal allowance be paid, 
and if so how much, to whom, and after how many hours’ overtime? 


MERE ARE people who can become so absorbed 

in their work that they forget about food. But they 
are the exceptions. Most employees are accustomed to 
eating regularly. And if overtime work keeps them 
from getting home in time for supper, they are greatly 
inconvenienced. 

To provide compensation for this inconvenience 
and added expense—and perhaps, too, to prevent 
hunger from interfering with work efficiency—many 
companies underwrite supper costs when employees 
work beyond the scheduled work day. 

Some firms regard the supper allowance as an in- 
centive and a morale booster and extend it to all em- 

_ployees who work overtime, whether or not they 
receive overtime pay. But other companies take a 
different view; they feel that overtime pay in itself is 
adequate compensation. Therefore these firms only 
give supper allowances to employees who are exempt 
from overtime pay.’ Others grant supper allowances to 


_ nonexempt white-collar workers but not to nonexempt 


blue-collar workers. 

These differences in practice among the companies 
that pay supper allowances were revealed in a series 
of surveys conducted by Tae ConrerENce Boarp. 


| Practice Regarding Hourly Paid Workers 


The Board first asked 438 companies whether they 
grant supper allowances to nonexempt hourly paid 
employees. Of this group, only ninety-nine (or 23%) 


_ reported that they do. (See Table-1.) When granted, 


the allowance is most frequently $1, or $1.25, or the 


cost of the meal. As a rule, it is only paid after the 


eligible employee has worked at least two hours’ over- 
time. 

The number of workers a company employs seems 
to have little or no bearing on the practice. The per- 
centage of companies granting supper allowances to 
blue-collar workers remains approximately the same 
regardless of how many workers are employed in the 
establishment. 


Practice Regarding Salaried Employees 


More companies give supper allowances to their 
nonexempt salaried employees. Of 469 companies 
questioned in another survey, 180 (or 38%) grant 


1 Included in this exempt group are those administrative, executive 
and professional employees who are not covered by the overtime 
pay requirements of the Fair Labor Standards Act. 
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such allowances. The amount granted also averages 
higher than for hourly workers. (See Table 2.) Most 
frequently, a $1.50 allowance is paid after the eligible 
employee has worked two hours’ overtime. 

Again, company size does not seem to affect the 
eligibility decision. The percentage of companies 
granting the allowance to white-collar workers holds 
true no matter how many workers are employed in 
the establishment. 


Practice Regarding Exempt Supervisors 


As shown in Table 3, 150 (or 41%) of 363 com- 
panies questioned in a third survey pay supper al- 
lowances to exempt supervisors. But some companies 
that deny supper allowances to their nonexempt em- 
ployees grant them to their exempt supervisors. In 
forty-four of the 150 companies that pay the allow- 
ances to exempt employees, the nonexempt workers 
are excluded. 

Manufacturing Industries: Only eighty (or about 
30%) of the 262 manufacturing companies partici- 
pating in the survey—mostly chemical, food, paper, 
petroleum, and primary metals companies—grant 
supper allowances to exempt supervisors. And in 
thirty-three of these eighty companies, the allowances 
are denied to nonexempt employees. 

Nonmanufacturing Industries: Here the practice of 
giving supper allowances to both exempt supervisors 
and the nonexempt employees under them seems to 
be quite popular. The only exception shows up among 
the transportation companies. Seventy of the 101 
nonmanufacturing companies participating in the 
survey pay supper allowances to exempt supervisors 
when overtime is worked, and only eleven of these 
seventy companies restrict the payments to the ex- 
empt employees. 


When Employees Qualify for Supper Allowances 


How long must an employee work overtime before 
he becomes entitled to the supper allowance? Answers 
to this question, as revealed in all three surveys, ranged 
all the way from “any overtime at all” to “after four 
hours’ overtime.” But most companies require that the 
employee work at least two hours after the regular 
work day ends. Of the eighty-four companies that 
reported their practice with regard to blue-collar em- 
ployees (see Table 1) , 45% of them require two hours. 
The percentage is almost the same—a little less than 
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Table 1: Practice Regarding Granting of Supper 
Allowances to Nonexempt Hourly Paid 
Employees in 438 Companies? 


No. of Employees 


No. of aS 
Companies 1,000 5,000 
—————._ Under 250to to and 
Practice No. To 250 999 4,999 Over 
Is supper allowance paid 
to hourly employees 
who work overtime? 

DG EES Lean Cae Re nee 99 22.6 7 34 50 8 

INOS Mek ws reas $35 76.5 54 148 114 QA 

Not shown ........... 4 0.9 Q 1 Pi 1 

POTAGHE erate Bae 488 100.0 638 178 164 33 
How much? 

BOLZON ARS. oad ncbhtoncercs 1 1.0 a 1 
OL2Gtpeis 51s eenee eee 6 6.1 1 8 Q 
0.75-$1.50 ......... 1 1.0 ‘ir oh 1 
COO Mis hse aera tokinene 15 15.2 8 4 8 
1.00 plus 20 minutes’ 

Beg ix cea 1 1.0 1 
TO ys errs Reine bie ee 1 1.0 1 aif, 
ERIE visa cca che cond ops eodeteehe 10 10.1 8 7 
Teo eer ilvmaranreteerneey 1 1.0 1 An 
MEO MAE Sy ele Mokeokee ff (i 4 8 
BG Ue ea Sys co ste tela evaualie ees 8 8.0 1 2 
OBO oe ie aces 1 1.0 1 we 
SOO ese Ra ie aides 1 1.0 1 an 

15 minutes’ pay...... 1 1.0 ae d 1 

20 minutes’ pay...... 5 5.1 1 ga 1 

80 minutes’ pay...... 7 71 1 gb 2 1 

30-45 minutes’ pay... 1 1.0 ie 1 

% hour to 1% hours’ 

BY: Steed ore an ee g 2.0 1 1 

1 hour to 1% hours’ 

PAYs iarcetiee pons 1 1.0 5 1 

“Reasonable” or “ade- 

quate” amount .... 2 2.0 om 2 Se! 

Cost of meal......... 12 12.1 oe Q vf 8 

Company provides meal eh heal 7 Be 

No set limit.......... 3 3.0 ae th 1 g 

Not shown .i........ 10 10.1 Ns 4 6 tA 

TODA cere eet aah 99 100.0 7 84 50 8 
After how long? 
After 30-60 minutes’ 
overtime .......... 1 1.0 l 
After 1 hour overtime. 2 2.0 1 1 
After 114 hours’ over- 
RINGO Oe ee ae 8 3.0 1 g 

After 2 hours’ overtime 38 38.3 3 12 19¢ 4 

After 214 hours’ over- 

UUM sts. ses me tae 7 al 1 2 9 2 

After 3 hours’ overtime 7 mel 1 5 1 

After 3% hours’ over- 

TUNEL a el oe 2 2.0 2 
After 4 hours’ overtime 5 5.1 2 3d 
If overtime extends 

through meal time. . 5 5.1 Mera lt | 3 1 
After 8 hours worked, 

or after 6 p.m...... 1 1.0 1 

After 10 hours worked. 1 1.0 1 se 

After 101% hours worked 1 1.0 1 

After 11 hours worked. 1 1.0 1 

After 12 hours worked. 1 1.0 ay 1 

After 6:30 p.m........ 1 1.0 1 ste me 

After any overtime... 8 8.1 ie sts af 1 

INGEVEROWN pscn see te 15 15.2 1 6 8 

PR GIATs } pets noteaee ets 99 100.0 7 34 50 8 


1 “Personnel Practices in Factory and Office,” Studies in Personnel 

Policy, No. 145 (Fifth Edition). 

wee company, after 10% hours worked; 30 minutes’ pay after 12 hours 
worke 

bIn 1 company when working less than 8 hours’ overtime; 1 hour’s pay 
allowance for over 8 hours’ overtime. 

e In 1 company, after 10 hours worked. 

diIn 1 company, if not notified prior to shift; in 1 company after 10 
hours worked. 

eOn Saturday or Sunday. 

fIn 1 company, if not notified the day before. 


Table 2: Practice Regarding Granting of Supper 
Allowances to Nonexempt Salaried 
Employees in 469 Companies! 


No. of 
Companies 
Practice No. %o 
Is supper allowance paid 
to nonexempt sala- 
ried employees who 
work overtime? 

West vec hc kn teen 180 88.4 

No? eh orca eas 274 58.4 

No fixed practice..... 8 1.7 

Not shown .......... nie 15 

TOTAYG da. ave seer 469 100.0 
How much? 

BOE ist Sacre re aw eee 3 17 
MOQ. cenatsain hans aie 33 18.3 
PSS x ee or etc aes 17 94 
J IW Sa Aesnee CaP a> 39 21.7 
1 LEY Cy TRI GR De? v4 3.9 
SOO iss os iskey oletetaios set 26 14.3 
POA iaectidie siete 1 0.6 
ADO atteretitrs wit eud tea 2 11 
S00) ence esi aeatolecs 4 22 

Costiot mealiricna. ie 26 144 

Company provides meal 6 88 

li;hour’sppaysciceeuo. 1 0.6 

¥% hour’s pay and $0.70 1 0.6 

% hour’s pay........ 1 0.6 

Pay for time......... 1 0.6 

Varies — no specific 

amount Gi -Gcasee 7 3.9 
Not shown .......... 5 28 

SROTAT) Ad ercce eens 180 =100.0 

After how long? 

After any overtime (no 

WHINIMAUI) aie scree 3 1:7 
After 1 hour overtime. 4 22 
After 114 hours’ over- 

timer. Ad eee 8 43 
After 184 hours’ over- 

time LI oreo 2 11 
After 2 hours’ overtime 76 42.2 
After 214 hours’ over- 

time! centre ete nae Q 1.1 
After 2% hours’ over- 

ime! 'aiecnid esha, 7 3.9 

After 3 hours’ overtime 14 78 

After 4 hours’ overtime 2 11 

If work extends past 

supper hour ....... 3 1.7 
If working until 6 p.m. 1 0.6 
If a extends past 6 

PERE Aaah Aer here 4 22 

If Eee extends past 

G6: SO) Pp Bava crite 8 44 
If working until 7 p.m. 1 0.6 
a work extends past 

hy ai Soa see te 10 56 

If work extends past 

ReSORp me eye eters ese: 1 0.6 
After 8 hours’ work in 

RV Me iis wes ays Q ail 
After 1014 hours’ work 

BNP Gay tacts et se 1 0.6 
After 40 hours’ work in 

CCIE Aaa senate Orie 1 0.6 
Varies—no fixed prac- 

tices Merle he feans 13 12 
Time not shown...... 17 9.4 

TOTAGsoisee scares 180 100.0 
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1 “Personnel Practices in Factory and Office,” Studies in Personnel 


Patie No. 145 (Fifth Edition). 


ain 1 company, if employee earns less than $75 a week. 


—— ee ee 


477,—for the companies that reported their practice 
for nonexempt white-collar workers (see Table 2). 
For exempt supervisors, the practice is generally less 
rigid. One company expressed the greater leniency 
this way: “No firm ruling, usually two hours.” 

In addition to a specified amount of overtime, a 
company may require an employee to meet other con- 
ditions before he becomes eligible for a supper allow- 
ance. For example, one company states that it will 
pay an allowance “only if the employee has not been 
notified of the overtime twenty-four hours in advance.” 


Table 3: Number of Companies Granting Supper 
Allowances to Exempt First-Line Supervisors and 
Nonexempt Employees in 363 Companies 


No. of ‘Cos. Granting Allowances 


Nonexempt 
Exempt Employees & 


Industry Total Supervisors Supervisors 
Manufacturing Industries 
Chemicals: 
Industrial, Paints, Fertilizers, etc. 23 — 118 7 
Pharmaceuticals & Soaps........ 18 5b 2 
Electrical Machinery & Equipment. 30 62 2 
Fabricated Metal Products........ 15 1 1 
Food & Kindred Products......... 22 10¢ qe 
Furniture & Fixtures............. 5 1 0 
Instruments & Related Products... 65 0 0 
Leather & Leather Products....... 8 yb 0 
Machinery & Equipment (Nonelec.) : 
PA GTICUIPINE Soe siie ss 40, she 5 1 0 
Construction & Mining......... 6 0 0 
MTVISERIONS Peso ee es teers ade 17 4ab gb 
Machine Tools ................ 6 0 0 
OT Ce aes tnreite: setae inettin sleyete 7 ge 1 
Paper & Allied Products.......... 12 5b 5b 
Petroleum Products .............. 10 6 5 
Primary Metals: 
Merroustuthei ein dos iia anes 8 5a ge 
INONECEROUSIENA cet scnss rasa vers: eso) b1ee09 (200 7 ga 3a 
Printing & Publishing............. Q 0 0 
® Rubber Products: ./......52...... 7 ge ga 
Stone, Clay & Glass Products...... 15 62 32 
Textile Mill Products.......... RE ge ya 
Tobacco Products .... 20.0.2... 3. 12 ya 
Transportation Equipment: 
Aircraft & Trucks.............. 8 2 0 
Autos, Trucks & Parts.......... 10 2 1 
IREN veya le 4 5 se Ry 5 1 1 
Miscellaneous: .. 6. ...6 0. enevsee 4 1 0 
262 8 7 
Nonmanufacturing Industries 
A 2 ee 16 14 14 
LST ooh a eee 23 18 13 
Retail Trade (Department & Va- 
isk Na OTTER Pc! fd 3 vas. 14 8 6 
Transportation: 
ETD os bch GOS Ooo at ee 8 2 2 
Pipennem rete cine decsyccs a 2 1 0 
Railroad ere teats ees le ek na s's 8 2 0 
Utilities (Light, Heat & Power)... 30 Q5b Qab 
101 70 59 
Over-Att Torats ........... 363 150 106 


a One company pays supper allowances to employees in the office only. 

b One company pays supper allowances to employees in the factory only. 
e Two companies pay supper allowances in the office only. 

d Four companies pay supper allowances in the office only. 
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As a rule, it’s up to management to decide how many 
hours an employee is to work—or whatever other con- 
ditions he is to meet—before he qualifies for a supper 
allowance. There are times, however, when manage- 
ment’s decision may be affected by outside influences. 
A few states, for example, specify in their laws that 
nonexempt employees must be given a meal period 
after working a given number of hours beyond the 
regular work schedule. 

In addition, unions may insist on putting the 
practice under the collective bargaining agreement. 
Contract provisions fixing the requirements for supper 
allowance payments have been negotiated for factory 
and office employees, and even for exempt employees. 

Following are quotes from contract clauses covering 
blue-collar workers, negotiated by an electrical ma- 
chinery manufacturer and a paper company with 
their respective unions: 


“When more than eleven hours are worked in any one 
shift, a supper allowance of $1.50 shall be given.” 


* * * 


“Any employee who, without sixteen hours’ advance 
notice, works more than two consecutive hours outside 
his regular shift for any reason shall be given a meal 
allowance of 75 cents.” 


The following clauses appear in contracts negotiated 
by a transportation equipment manufacturer and a 
petroleum company, respectively, with the unions 
representing their white-collar employees: 


“Every employee who is required to work two hours or 
more beyond the regular quitting time on any day, and 
who was not notified on the previous day that he would be 
so required to work, shall be furnished, from one of the fac- 
tory eating places, a lunch costing $1, and if that is not 
convenient, $1 in cash. The lunch period shall not begin 
until the employee has worked at least two hours beyond 
the regular quitting time on any day.” 


* * * 


“When an employee works two or more hours overtime 
beyond his regular shift, he shall receive an adequate meal 
at company expense at regular meal periods occurring 
during the overtime hours worked. . . . Meals will not be 
furnished where the employee has been given twenty-four 
hours’ notice on callouts, scheduled days off, or changes of 
shift.” 


And finally, the following clauses were agreed to in 
contracts between unions representing exempt engi- 
neering employees and a steel company and a utility, 
respectively: 


“When less than eight hours’ notice is given to an em- 
ployee who, having completed his regular scheduled shift, 
is required to work two or more consecutive hours over- 
time beyond the end of such a shift, the company shall 
compensate such employee for a meal by adding $1 to 
his weekly earnings.” 

* * * 


“When work requirements outside of regular work hours 
or on nonwork days prevent an employee from observing 
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his usual and average meal practice or from eating a meal 
at approximately his usual time the company shall provide 
a comparable substitute or reimburse him for the meal 
expense he incurs therein. However, if at least nineteen 
hours’ notice has been given to an employee that work 
must be performed on his nonwork day during regular 
work hours he will not be reimbursed for his meal ex- 
pense.” 


How Supper Allowances Are Paid 


Tables 1 and 2 indicate the wide variety of practices 
followed in paying supper allowances to nonexempt 
employees. Sometimes, the payments are made in the 
form of a meal provided at company expense. In that 
case, the meal may be served in the company cafe- 
teria, or by an outside caterer, or the qualifying 
employee may be given a ticket entitling him to a 
free meal at one or more designated restaurants in 
the neighborhood. 

Much more frequently, however, supper allowances 
are given to nonexempt employees in the form of 
cash. The cash may be an amount equal to the em- 
ployee’s normal pay for a specified period of work 
(the range is from fifteen minutes to one and one-half 
hours), or it may be a fixed amount (running from 
70 cents to $3) that bears no relation to pay rates. 
Two of the companies give a combination of both 
the pay equivalent and a fixed amount. 

About 15% of the reporting companies reimburse 
the employee for the actual cost of his meal, as shown 
on an approved receipt. And some firms vary the 
amount they pay according to which part of the 
country the particular plant is located in. One com- 
pany, which allows a flat $2, figures that “the em- 
ployee can eat for $1 and save the other $1.” Another 
company, instead of paying a direct supper allowance, 
increases its overtime rate at the end of the first 
hour of extra work. 

Supper allowances for exempt employees tend to be 
more generous, perhaps because these employees are 
less likely to receive overtime pay. Where a distinc- 
tion is made between exempt and nonexempt em- 
ployees, companies usually refund to exempt em- 
ployees the actual cost of their meals but allow non- 
exempt employees only a fixed amount, If meals are 
furnished on the premises for both groups, a separate 
eating place with better service may be reserved for 
the exempt employees. 


Written Policies and Procedures 


Reducing a company’s supper allowance policy and 
procedures to a written statement can be difficult. 
Failure to give due consideration to any of several 
important factors could lead to employee confusion 
and company embarrassment. Following are some of 
the factors that may have to be spelled out: 


e What’s the purpose of the allowance? 
e Will it be given to all employees who work 


overtime, or only to those exempt from overtime 
pay? 

e How long will eligible employees have to work 
beyond regular hours before qualifying? 

e In what form will the allowance be paid? 

e Will the payment be the same in all the com- 
pany’s plants? 

e Is there a chance that some employees will go 
hungry unless the allowance is paid in advance? 

e What eating facilities are available in the im- 
mediate neighborhood? 

e Will it pay to keep the company cafeteria open 
during the overtime period? 


An insurance company that grants both meals and 
allowances states its policy and procedures in a home 
office bulletin signed by the second vice-president and 
secretary of the company. It reads: 


“Policy: When authorized overtime requires employees 
to work beyond a normal meal hour . . . the company will 
provide a meal in the cafeteria or will pay a supper or 
lunch allowance. 

“Procedures: Meals will generally be provided when there 
are twenty or more employees to be served. Inquiry about 
meals should be made .. . before 2 p.m. on the day the 
meal is required, or on Friday in the case of Saturday 
meals. 

“Employees who receive overtime pay for the work 
session will receive a supper or lunch allowance of $1.50, if 
the cafeteria is not open, when the work session extends to 
at least 7:30 p.m. on a weekday or runs for at least four 
hours (for each meal) on a Saturday, Sunday or holiday. 
The allowance will be paid either when a reasonable time 
out is taken for the meal or when it is considered desir- 
able to complete the overtime work session without such 
an interruption. Employees who do not receive overtime 
pay for the work session will be reimbursed for the actual 
expense of the meal or meals as approved by the depart- 
ment manager.” 

J. Roger O’Mrara 
Avuprey W. Stasi 
Division of Personnel Administration 


Industrial Relations in the West Coast Maritime Industry 
—This volume is the eleventh in a series covering collec- 
tive bargaining on the Pacific Coast. Included are ac- 
counts of the historical growth of unionism and the devel- 
opment of industrial relations in the maritime industry. 
Particular attention is given to interunion rivalries, espe- 
cially between the Sailors’ Union of the Pacific and the 
International Longshoremen’s and Warehousemen’s Union. 
The author concludes that the major characteristic of 
labor-management relations in the maritime industry has 
been the sensitivity to frictions among the unions, and 
that, in comparison, conflicts between employers and — 
unions have been of increasingly less importance. By Betty 
V. H. Schneider, Institute of Industrial Relations, Uni- 
versity of California, Berkeley, California, 1958, 83 pp., 
50 cents. 
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Labor Sees “War on Unions 


EVER BEFORE have lawmakers been snowed 

under by a comparable barrage of anti-union 
propaganda,” charges Steel Labor. This journal and 
| many other union publications have recently devoted 
considerable space to what they consider part of a 
growing attack upon labor by employer interests. 
Unionists in Canada, too, are “keenly aware” of such 
attacks, declares a recent issue of Canadian Labour, 
the official journal of the Canadian Labour Congress, 


Steel Labor describes the purpose of these anti- 
union attacks in the following terms: “This business- 
and industry-inspired flood of letters, pamphlets, 
booklets, editorials, brochures, folders and speech re- 
prints is part of a softening up plan . . . intended to be 
the opening wedge in a drive to enact national legisla- 
tion to regulate unions and curb their ‘abuses.’” Nor 
is this barrage aimed solely at lawmakers; the journal 
says the general public is also being fed vast amounts 
of anti-union propaganda. 


From organized labor’s viewpoint, these anti-union 
attacks have been concentrated in two principal 
areas: Congressional inquiries, as well as the pro- 
posals for new legislation stemming from these in- 
vestigations; and right-to-work laws. 


AFL-CIO President George Meany is cited by the 
AFL-CIO News as calling the recent McClellan Com- 
mittee report “little more than a publicity-seeking 
document which, despite ‘qualifiers,’ has the net effect 
of indicting the entire labor movement for the sins of a 
few.” He further stated that recent actions of the Sen- 
ate committee in the Kohler hearings, coupled with the 
publication of such a report, raise grave doubts as to 
the impartiality, objectivity and integrity of the 
Senate committee. 

The executive council of the Machinists’ union also 
castigates. the McClellan Committee report. After 
commenting on the “glib generalizations and fact- 
twisting,” the Machinist continues: “We of labor 
cannot escape the conclusion that the committee is 
deliberately creating a general climate of opinion un- 
favorable to organized labor . . . a climate which will 
result in the enactment of unfair and restrictive labor 
legislation.” 

Trouble is brewing for unions in Canada also, ac- 
cording to Canadian Labour. It says attempts are 


_ being made to import into Canada the results of 


United States investigations, although there isn’t “the 
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slightest vestige of evidence that anything of this 
nature exists in the Canadian labor movement.” And 
according to this newspaper these attempts to bring 
Canadian labor into disrepute serve to distract at- 
tention from employers responsible for the layoff or 
discharge of “hundreds of thousands” of workers. 

On the right-to-work front, almost every issue of 
every union periodical blasts away at proposed and 
present legislation outlawing the union shop. The 
Electrical Workers’ Journal calls right-to-work laws 
a “Trojan Horse” tactic, being used by those “who 
hate and fear labor unions” to destroy the process of 
collective bargaining between free trade unions and 
their employers. It claims that these union enemies 
have found “a gimmick, a self-righteous and innocent- 
sounding title,” which though misleading is very 
effective. 


Branded "Conspiracy" 


The Teamster brands proposed right-to-work legis- 
lation in California a “conspiracy.” The Marine Fire- 
man, journal of the Pacific Coast Marine Firemen, 
Oilers, Watertenders and Wipers Association (affiliate 
of the Seafarers Union, AFL-CIO), questions: “Had 
Your Pockets Picked Lately?” It then goes on to 
explain how union members are being asked to sign 
petitions called the “Employer-Employee Relations 
Initiative Constitutional Amendment.” This title, says 
the Marine Fireman, is just another name for a right- 
to-work law. And it warns that similar laws in some 
states “have beaten down wages as much as 40%.” 

Not only is labor concerned with its enemies, but, 
according to the Machinist, some of its well-meaning 
friends are also becoming a problem. In an editorial, 
this journal describes how it seems as though everyone 
on a college campus these days has a plan or program 
to “(1) protect union members from their unions, and 
(2) instill into the unions an esprit de corps, a new 
ethic, or a raison d’etre.” While commenting that the 
Machinists are not anti-intellectual, the publication 
does express the belief that too much is being written 
for the betterment of unions by those who are some- 
what ill-acquainted with the nature of unions and em- 
ployers. Entitling its editorial “Thanks,” the Machinist 
concludes with its “sincere appreciation to all the 
professors and senators who have not taken this 
critical hour as the one in which to launch their own 
personal plans to reorganize the organized.” 
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Office Employees Union Outlines Organizing Plans 


The Office Employees International Union is push- 
ing out in all directions in the organizational field, 
announces its journal, White Collar. 

It says that at a recent meeting in Chicago, plans 
were made for renewed organizing efforts at eighteen 
“key” companies. These companies are all multiplant 
organizations where the union has already established 
partial organization. 

In addition, the union has affiliated with the Mari- 
time Trades Department of the AFL-CIO. Affiliates 
of this department hope to make a concerted drive to 
organize seaway and shoreside companies in the Great 
Lakes region. White Collar states that the Office Em- 
ployees’ affiliation with the Maritime Trades Depart- 
ment means that the other unions affiliated with the 
Maritime Trades Department recognize OEIU’s juris- 
diction among office employees of shipping concerns. 


Auto Workers Film Their Dernands 


A motion picture film of the United Auto Workers’ 
1958 bargaining demands has been released by its 
education department, reports the AFL-CIO News. 
Entitled “Prosperity for All,” the film includes covy- 
erage of UAW President Reuther’s appearance before 
the Kefauver Committee on Anti-Monopoly, the bar- 
gaining goals of the union and their application to 
three specific companies, as well as a point by point 
summary of the the contract improvements the union 
is seeking. 

According to UAW Education Director Brendan 
Sexton, this is the first time a film brief of a union’s 
bargaining demands has been made. 


Rail Union Protests Canadian Finding 


The recent Canadian ruling dealing with firemen on 
diesel locomotives has led to repercussions in labor 
union periodicals, particularly Labor, which is pub- 
lished by sixteen railroad labor organizations. 

The ruling was the result of an impartial investi- 
gation by a Royal Commission set up by the Canadian 
Government. The commission found that firemen on 
diesel locomotives in the freight and yard service of 
the Canadian Pacific Railway were not necessary. 

According to H. E. Gilbert, president of the 
Brotherhood of Locomotive Firemen and Enginemen, 
the Royal Commission put “dollars above safety” in 
making its recommendations. Labor says that more 
than 300 general chairmen of the brotherhood pledged 
to support the Canadian membership’s effort to main- 
tain adequate manning of diesel locomotives. 


2A discussion of the Royal Commission ruling and its probable 
effects on employment of firemen can be found in the article, “Can- 
ada Rules on Featherbedding,” Management Record, March 1958, 
p. 100. 


Autonomy in Canadian Unions 


Briefs from a report to be issued by the Canadian 
Government’s Gordon Commission on Canada’s Eco- 
nomic Prospects have created considerable discussion 
in the United States and Canada. Participants on both 
sides of an argument over the extent of autonomy en- 
joyed by Canadian affiliates of United States unions — 
are citing the briefs as supporting their respective 
stands. 

For example, Steel Labor’s Canadian edition states 
that the charge that Canadian sections of interna- 
tional unions are under complete control of the United 
States is negated by the Gordon Commission’s find- 
ings. This charge, says Steel Labor, is being made by 
“jll-informed” spokesmen for business and some inde- 
pendent unions. The publication then quotes the fol- 
lowing sections of the commission’s report: 

“In general it is the Canadian local, not international 
headquarters, which determines the scope and content of 
. . objectives sought through collective bargaining. .. . 

The initial decision on whether or not to strike is taken 

at the local level. Approval by international headquarters 

is typically formal and granted as a matter of course... . 

Not a single case has been found where a Canadian local 

has gone on strike under orders from international head- 

quarters.” (Emphasis by Steelworkers) 


On the other hand, the National Labour Journal, 
published by the 5,640-member independent National 
Council of Canadian Labour, maintains that those who 
say the report proves there is no domination are twist- 
ing the findings. “The report,” declares the Journal, 
“is not a study of trade unions as such, and therefore 
it is unlikely that its authors probed extensively into 
all aspects of foreign-dominated unionism in Canada.” 
A more thorough investigation would reveal that the 
top officers of international unions in the United 
States are “well armed with ample powers to crack 
down on Canadian members.” These powers, accord- 
ing to the Journal, are not used until Canadian affili- 
ates step out of line, but “at the least sign of rebellion,” 
they are brought to bear. This, says the Journal, “is 
colonialism, pure and simple.” 


RWDSU Claims 2,000 New Canadian Mernbers 


“The huge potential for RWDSU [Retail, Whole- 
sale and Department Store Union] growth in Canada 
is on the way toward realization,” declares the union’s 
publication, the Record. In the eight-month period 
between April and December, 1957, this union claims 
to have added more than 2,000 Canadian members. 
More than half of these new members are in the prov- 
ince of Ontario, according to the newspaper, but every 
Canadian province recorded some membership growth. 


Marr P. Dorsanpr 
Division of Personnel Administration 
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Consumer Price Level Rises 


How has rising unemployment affected price levels? The situation in six cities 
from May, 1957 through this March is analyzed in these terms 


N MARCH, 1958, consumer prices continued rising 
to record levels as they advanced 0.2% over the 
month. This increase brought Tse CoNFERENCE 


|| Boann’s all-items index for the United States to 106.8 


(1953100) , which is 3.0% above year-ago levels. The 


| purchasing value of the dollar, at 93.6 cents (1953 


dollar—100 cents), fell 0.2 cent below the February, 


_ 1958, value and 2.8 cents below March, 1957. 


Although the total cost of consumer goods and 
services rose to an all-time high in March, there 
were some indications that the impact of the recession 


_ had begun to affect retail prices. Only two of the five 
| Major subgroups of the index—food and sundries— 


monthly advances. Not since the beginning 


_ of the upward trend in prices in May, 1956, have less 
_ than three of the groups failed to contribute to the 
_ over-all monthly rise. This month, however, food 


alone, with a sizable 0.9% increase, was almost entirely 


responsible for the continued upward movement of 


consumer prices. The slight 0.1% rise in sundries was 


_ the smallest increase recorded for this component since 
January, 1957. 


An indication of price weakening in some areas of 


| the index was the 0.1% decrease in housing costs, the 


first dip for this group in thirty-two months. Trans- 
portation also fell, by 0.8%, while apparel prices 
remained at the previous month’s level. 

H's Food Again 4 

The unusually severe aeghins of several months 


_ ago, which damaged many fruit and vegetable crops, 


was a major factor in the sharp increase ‘in food costs. 
Fruit and vegetable prices rose 3.2% over the month 
and 9.6% over the first quarter of 1958. Fresh vege- 
tables (up 5.9%) and frozen fruits (up 5.4%) pro- 
vided the main upward push. Within these groups, 
substantial hikes in potatoes and frozen orange juice 
concentrates accounted for much of the advance. Fresh 
fruits were 2.4% dearer. Of all fruits and vegetables, 
only frozen vegetables were cheaper than a month ago; 


“they fell 0.6%. 


An additional factor in the advance of food costs 
was the more than seasonal increase in meat prices, 
caused to a great extent by shortages of beef and a 
further recovery of poultry prices from spectacular 
lows. Higher prices for all meats, however, contributed 
to the 1.7% rise in the meat, fish and poultry index. 
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Beef cost 2.19% more, poultry 2.2%, pork 1.7% and 
other meats registered smaller advances. 

Cereal and bakery products moved up 0.1% To, over the 
month as cereal prices rose slightly. The 0.5% decline 
for fresh milk, in addition to smaller price cedataan 
for butter and cheese, offset a 1.39 rise in egg prices 
to hold the dairy products and eggs group at F ebruary 
levels. The fractional 0. 1% decrease in the “other 
food” index was principally ‘due to an 0.8% price cut 
for coffee. 

Even though the sundries index remained virtually 
unchanged, slight increases were recorded in all of 
the prea Medical and personal care charges 
rose 0.2%, while costs for recreation and alcoholic 
beverages and tobacco increased 0.1% 

The apparel index continued to present great sta- 
bility; it was unchanged for the fifth consecutive 
month. Men’s wear prices edged down 0.1%, as a 
seasonal drop in the cost of coats and lower prices 
for accessories and shirts outweighed fractional in- 
creases for other items. Clothing services and women’s 
apparel rose 0.4% and 0.1%, respectively. Price 
movements in women’s clothing were slight, with 
the exception of dresses which were 0.7% more 
expensive. 

The Decreases 


The slight dip in housing costs, notable because of 
the reversal of a long upward trend, was almost 
entirely the result of price cuts throughout the fur 
nishings and equipment group. Leading the downturn 
with an 0.9% drop was the “other furnishings and 
equipment” group, which consists of small household 
equipment items such as toasters, dinnerware, etc. 
Prices for heavy appliances were 0.49% less than a 
month ago and were even slightly under year-ago 
levels. Lower rug prices also added to the over-all 
0.3% decline in furnishings and equipment. Rent 
remained steady, while prices for household operation 
services and the combined costs of fuel, power and 
water both rose 0.2%. 

Transportation costs, down for the fourth straight 
month, reflected the continued weaknesses in the new- 
and used-car markets. Higher gasoline prices in areas 
recovering from recent price wars and additional 
increases in public transportation rates were not 
enough to halt the downtrend. 


Consumer Price Index—United States 
Cities over 50,000 population 
1953 = 100 


HOUSING 


rites Meat. Cereal, Fruits, Fuel, Power, Water 
Total Fish, Bakery | Products, Vege- Elee- 

Poultry | Products tables Total Gas tricity 

1956 October........... 102.7 100.8 95.1 106.4 102.7 , 2 104.7 106.5 102.4 
November......... 103.2 100.5 93.5 106.6 99.7 102.1 103.6 108.5 105.3 106.8 102.4 
December......... 103.2 100.5 92.6 106.8 99.1 103.3 103.7 108.6 105.5 106.5 102.4 

1956 Annual Average... 101.9 99.0 90.7 105.6 105.2 102.9 107.8 105.07} 107.77} 102.1 
1957 January........... 103.4 100.2 91.7 107.1 97.8 104.1 104.5 108.7 107.8 109.5 102.2 
February......... 103.6 100.5 92.4 107.7 97.2 104.8 104.8 108.9 108.6 109.5 102.2 
Maren ssaceee 103.7 100.4 92.5 108.1 96.4 104.2 105.2 108.9 108.7 109.6 102.2 
Aprils. cscivsitas 103.9 100.6 93.1 108.6 95.6 105.2 105.4 109.4 108.8 109.4 102.2 

DY scanyecleiciers mectaraie 104.1 101.1 93.9 108.9 94.7 108.7 105.4 | 109.5 108.5 109.5 102.3 

UNE ccieiane ne 104.5 102.0 95.7 109.3 94.0 111.3 105-5 | 109.6 108.3 109.4 102.4 

MULL ase ia routers a 104.8 102.8 97.2 | 109.6 95.0 111.9 ~105.5 110.1 106.6 106.7 102.7 
AMUSE «5 - aipucieits 105.1 103.5 99.9 109.8 97.4 108.2 105.5 110.2 106.4 106.8 102.7 
September......... 105.3 103.6 100.3 109.9 99.6 105.4 105.7 110.3 106.6 107.0 102.7 
October........... 105.4 103.5 99.2 110.2 102.0 104.0 106.0 110.9 106.9 106.9 102.7 
November......... 105.9 103.5 97.9 110.6 103.4 104.9 106.1 111.0 107.3 108.4 102.7 
December......... 106.0 103.6 97.8 110.7 103.4 105.3 106.3 111.1 107.4 108.4 102.7 

1957 Annual Average... 104.6 102.1 96.0 109.2 98.0 106.5 105.5 109.9 107.7 108.4 102.5 
1958 January.......... 106.3 104.5 99.3 110.9 102.5 108.7 106.8 111.4 110.1 113.6 103.1 
February......... 106.6 105.4 101.8 111.1 100.9 111.8 106.9 111.6 110.0 113.7 103.3 
March..,......... 106.8 106.4 103.5 111.2 100.9 115.4 106.8 111.6 110.2 114.2 103.3 


HOUSING (continued) APPAREL 


urchasing 
Furnish- Other (6) Value of 
ings, Household Men’s Women’s | TATION All items January, All items 
Equipment | Operations Apparel Apparel (January 1989 eee 
=100 


1989 =100) 


| 
i 
l 
i 


1956 October.......... 99 


3 103.6 100.5 101.7 98.3 104.1 .0 186.5 53.6 116.9 
November........ 99.5 103.7 100.7 102.0 98.3 107.7 2 187.3 53.4 117.4 
December......... 99.8 103.8 100.7 102.1 98.2 107.9 A 187.5 53.3 117.5 
1956 Annual Average... 99.3 102.8 100.0 100.8 98.2 105.0 2 185.1 54.0 116.0 
1957 January.......... 99.8 104.5 100.8 102.3 98.2 107.8 5 ath 187.8 53.3 VAT 
February......... 100.0 104.8 100.9 102.3 98.4 107.7 8 5 188.2 53.1 117.9 
Marcelo: diicins sets 100.4 105.2 101.0 102.4 98.5 107.3 aul 4 188.4 53.1 118.1 
Wa) | aaa ees EIS 100.5 105.3 101.1 102.5 98.5 107.4 .o 2 188.7 53.0 118.3 
Maya tesa ome 100.4 105.5 101.2 102.6 98.5 107.4 5) .0 189.1 52.9 118.5 
dunes 3) eer ees 100.5 105.6 101.2 102.6 98.5 107.5 7 of 189.7 52.7 118.9 
PULY Mei eed ee 100.4 105.9 101.2 102.6 98.4 107.6 2 4 190.3 52.6 119.2 
August..cucine se 100.3 106.4 101.5 102.7 98.7 107.6 at wt 190.9 52.4 119.6 
September........ 100.8 106.6 101.8 102.8 99.3 107.6 .0 .0 191.2 52.3 119.9 
October’. 4/0. 62% 101.0 107.1 102.0 102.9 99.5 107.4 3 9 191.4 52.2 120.0 
November........ 101.0 107.3 102.0 103.0 99.5 110.3 .6 mt) 192.2 52.0 120.5 
December........ 101.0 107.8 102.0 103.0 99.5 110.2 9 A 192 .4 52.0 120.6 
1957 Annual Average... 100.5 106.0 101.4 102.6 98.8 108.0 al 6 190.0 52.6 119.1 
1958 January.......... 101.0 108.1 102.0 102.9 99.5 109.6 au! 94.0 193.1 51.8 121.0 
February......... 101.0 108.4 102.0 102.7 99.5 108.8 109.3 93.8 193.5 51.7 121.3 
March (tiie sccsldie 100.7 108.6 102.0 102.6 99.6 108.5 109.4 93.6 194.0 51.5 121.6 
Consumer Price Index—United States 
Annual Averages 1914-1957" 
1953 = 100 
Purchasing Purchasing Purchasing Purchasing 
Year All Items Value of Year All Items Value of Year All Items Value of Year All Items Value of 
Dollar Dollar Dollar Dollar 
LOTAR ce 40.3 QA ODb Re. 67.8 147.5 || 1936....... 54.8 182.5 || 1947....... 84.7 118.1 
POISE A Gs os 40.0 250.0 || 1996....... 68.3 146.4 |} 1937....... 57.2 174.8 || 1948....... 90.1 111.0 
VOUG Re eraci> sys 43.0 O89 16s e192 Thera ate 66.9 149.5 |) 1988....... 55.7 179.5 || 1949....... 88.8 112.6 
DONT ore creiecees 51.3 194.9 || 1928....... 65.9 15107 || 10389 eee, 55.0 181.8) || 1950.7, 2. 3. 90.0 ira 
LOLS en as 59.5 TESST 929s eee 65.6 152.4 |} 1940....... 55.4 180.5: a 9b1 Soe, ae 97.0 103.1 
TOLD a seen 67.6 VAT, ON V9SO em, au 63.4 WO7e7 |) 1841 Bees 58.3 MLS WSS vi ere. 99.5 100.5 
1920 coer es. 77.8 28 GOS taser) ees 57.0 WD cA tl LORS eee 64.5 155.0 || "1958... oe 100.0 100.0 
TEE A We bh ie 66.8 L4OC TW OSes. 50.9 ¥9G 25 ||) 194925 eee 68.2 146.6 || 1954....... 100.2 99.8 
1999 Teton. 63.6 LOT Qi W98Sea 49.0 204.1 |) 1944....... 69.1 144.7 || 1955....... 100.3 99.7 
1928 oS ats 65.4 15259) |) 984 tee 51.8 LOS.1 }| 1945.85... 70.2 142.5 || 1956....... 101.9 98.1 
NOOO oes 66.1 VOVIS {PloSoene 53.6 186.6 |} 1946....... 74.9 VSS OU OLOR ak ec 104.6 95.6 


a padexes from 1914 through 1919 are for the month of July only and are not annual averages. 
r Revised. 


Consumer Price Indexes for Individual Cities 


NOTE: These indexes show changes in consumer prices only. They do NOT show intercity differences in price level or standards of living. 


Cities Surveyed Monthly 


Percentage 
Changes 


Percentage 


1953 = 100 Changes 


1953 = 100 


Feb. 1958 | Mar. 1957 
Mar. 1958 | Feb. 1958 | Mar. 1957 to to 
Mar. 1958 | Mar. 1958 


Feb. 1958 | Mar. 1957 
Mar. 1958 | Feb. 1958 | Mar. 1957 to to 
Mar. 1958 | Mar. 1958 


Chicago Los Angeles 
Albitems 278) 2 0008 110.0 105.7 +0.3 +4.1 | AllItems............ 106.7 106.3 103.9 +0.4 +2.7 
GOOG Rete cree ie his 109.4 101.1 +1.2 +8.2 Boodenicaaueence need 106.5 105.2 100.6 +1.2 +5.9 
Housing: eh isis 111.3 110.0 —0.2 +1.2 Housing ite eects 106.9 107.1 104.7 —0.2 +2.1 
Apparelian iy... 102.2 101.2 —0.1 +1.0 Apparels semstsras:: 102.6 102.5 101.3 +0.1 +1.3 
Transportation..... 112.9 107.0} —0.4] +5.5 Transportation..... 106.6 | 106.0] 107.7} +0.6] —1.0 
Sundries........... 111.3 107.9 +0.2 +3.2 Sundries aii. ass 109.0 109.2 105.8 —0.2 +3.0 
Houston New York 
All Ttems............ 107.2 103.6 +0.1 +3.5 | AllItems............ 107.6 107.1 103.8 +0.5 +3.7 
Wood sserietperieiecne 107.3 101.0 +0.7 +6.2 OO: Fake ee cee ties 108.8 107.7 100.6 +1.0 +8.2 
Housing........... 106.8 104.3 0 +2.4 Housings: ices < es 106.6 106.4 105.4 +0.2 +1.1 
Apparely oi4..\... 3 ie: 103.4 102.4 0 +1.0 Apparel. Jig) 200i. 100.6 | 100.4 99.4) +0.2} +1.2 
Transportation. .... 110.2 106.9} -—0.5] +3.1 Transportation.....) 117.2 | 117.7 | 116.2} -—0.4] +0.9 
Sundries........... 107.5 104.4 0 +3.0 DUNGTIES iy sccsey see 107.3 107.0 105.0 +0.3 +2.2 
Cities Surveyed Quarterly 
; Percentage Percentage 
1953 = 100 Changes 1953 = 100 Glisnaes 
Dec. 1957 | Mar. 1957 Dec. 1957 | Mar. 1957 
Mar. 1958 | Dec. 1957 | Mar. 1957 to to Mar. 1958 | Dec. 1957 | Mar. 1957 oO to¥ 4 
Mar. 1958 | Mar. 1958 Mar. 1958 | Mar. 1958' 
Atlanta Indianapolis 
PAN) Fterms 3.3 Fesiops)s) 0.6 105.0 Seeed | Al Ttems: 30. ss. see's « 106.2 105.0 103.5 +1.1 +2.6 
MOOG eure ice eis 103.0 +5.5 Boodwtee ese dee: 104.1 100.7 98.5 +3.4 +5.7 
Housing ei .02)\08 105.2 +0.7 Housing........... 106.7 106.7 105.1 0 +1.5 
Apparel........... 101.1 +1.0] Apparel........... 101.9] 101.2] 101.4] +0.7| +0.5 
Transportation... .. 108.2 —1.0 Transportation..... 110.0] 108.0] 107.6] +1.9|] +2.2 
Sundries........... 108.1 +2.5 Sundries........... 108.4 109.2 106.7 —0.7 +1.6 
Cleveland Kansas City 
PAU Ttems ise eres’ ove oc 107.5 104.7 +0.7 +2.7 | AllItems............ 106.1 105.2 103.5 +0.9 +2.5 
[ood eit. Pita 106.2 99.7 +3.8 +6.5 Boode ese oae ieee 103.4 100.6 98.8 +2.8 +4.7 
Housing vs .c.3 + 107.0 105.6 +0.1 +1.3 Housing 282.5. s 105.2 105.2 104.2 0 +1.0 
Apparel........... 103.5 102-55] .-0.8-|. 41.0.) Apparel oeaivcu desis 100.0] 99.7] 98.6] +0.3]| +1.4 
Transportation..... 109.0 108.9 | —1.3| +0.1 Transportation..... 105.6 | 108.7} 106.0} —2.9] —0.4 
Sundries. 28,25: 6; 111.7 109.0 —0.5 +2.5 SUNGIICS: SHA ch ss 116.2 113.1 |) 110.6 +2.7 +5.1 
Denver Lansing 
All Items............ 106.9 Sond, | AUT Mtemisss aes ersieee. 107.9 107.2 104.1 +0.7 +3.7 
ood jee a. see: 107 -1- +6.0 POGds vanes stasieee 110.2 106.6 101.3 +3.4 +8.8 
Housing........... 105.0 +0.8 | Housing........... 105.9| 106.4] 105.6] —0.5] +0.3 
Apparel........... 102.3 +1.9]| Apparel........... 101.2 |-)101.4| 101.2,| —0.8 | 0.1 
Transportation..... 109.9 +2.1 Transportation..... 111.5 | 112.8] 107.6] -—0.7| +83.6 
SUNGTIES Less s0s:, > 110.5 +4.6 Sundriesiiy..j0 tse 23 109.0 108.9 104.9 +0.1 +3.9 
Des Moines Milwaukee 
All Ttems).e 55.26 20%.» 107.0 .5 +2.8 | AllItems............ 105.2 104.3 102.2 +0.9 +2.9 
MOO eee iaie oiesel «5.6 106.6 4 +4.8 Roodeatn sich. casts. 102.9 99.2 96.4 +3.7 +6.7 
Housing. Guess. 104.7 6 +1.2 HOusin gaan. see cs 104.5 | 104.9] 103.8) —0.4] +0.7 
Apparel iyi <1... 103.5 6 +2.0 Apparel snes oe a. 100.1 | 100.1 99.0 0 +1.1 
Transportation..... 110.5 3 +0.7 Transportation..... 109.7 | 111.5} 109.0] —1.6|] +0.6 
Sundries........... 111.3 3 +4.7 Sundriesi so ecu 109.4 108.4 104.8 +0.9 +4.4 
Evansville Pittsburgh 
PALI temgie rs: cists:e's:6« 103.4 8 -+3.0 } All Items... 00.50.03. 107.1 105.7 103.6 +1.3 +3.4 
Rood er ttn c.shses 99.5 6 +6.2 ROO Guests nyetesatens toys 107.2 102.5 99.9 +4.6 +7.3 
Housings: -. ...<is6 103.4 Hes) +0.9 Housings x. is.) 107.2 | 107.3 |} 105.8 | —0.1]} +1.3 
Apparel........... 101.8 5 260.7.) Apparel... 0.0: 105.1] 105.3] 104.2] —o.2| +0.9 
_  Transportation..... 110.2 3 +2.8 Transportation... .. 105.8 | 106.9] 105.6} —1.0] +0.2 
Sundries#iih....36 105.8 A +3.3 Sunditessecees id) 108.6 108.0 104.6 +0.6 +3.8 
Huntington-Ashland Portland, Ore. 
Be All Items)... wis ess: 108.2 +3.8 ] All Items............ 106.3 105.7 103.2 +0.6 +3.0 
4 1c": Le Beene ae 107.4 +7.0 1 eka ayo be ath cha eho 104.0 101.8 99.6 +2.2 +4.4 
Housings. ...65..4. 106.9 +1.4 Housing........... 105.4 106.0 104.8 —0.6 +0.6 
Apparel........... 104.4 41.5] Apparel........... 101.8 | 101.7 | 100.4] +0.1) +1.4 
Transportation..... 112.6 +3.3 Transportation..... 109.7 | 109.4] 103.0) +0.3|] +6.5 
Sundries sbi assoc o0ie 111.3 +4.1 Sundries... av... 110.5 110.3 107.4 +0.2 +2.9 
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Compared to a Year Ago 


Compared with March, 1957, the consumer paid 
more for all major commodities and services. Food 
costs registered the largest advance, rising 6.0%. 
Prices of frozen fruits soared 20.5%; and hefty price 
hikes for beef, “other meats,” fresh vegetables and 
eggs were also recorded. All food stuffs were more 
expensive, except for some items in the “other foods” 
group such as coffee, which was down 11.3%. 

The 3.1% rise in sundries was due to increased 
costs in all subgroups. Personal care charges, up 
4.2%, led the advance. Housing registered a relatively 
small increase of 1.5%. Gas rates rose 4.2%, household 
operation charges climbed 3.2%, and rent 2.5%. Within 
the housing group, only liquid fuel prices fell, with 
oil rates 4.2% below year-ago levels. 

A 4.0% increase in public transit rates provided 
the main impetus in the 1.1% rise in transportation. 
New car prices were higher than a year ago, but the 
cost of used_cars slipped slightly below March, 1957, 
levels. Apparel prices posted the smallest yearly in- 
crease, rising exactly 1.0%. Shoe repair and dry 
cleaning services continued to register stronger in- 
creases (up 3.5%) than either women’s or men’s 
apparel, which rose 1.1% and 0.2%, respectively. . 


UNEMPLOYMENT AND CONSUMER PRICES 


Two factors in our economy which directly concern 
the average consumer are the employment picture 
and changes in retail prices. It would appear on the 
surface that the pressure from a loss in consumer 
purchasing power would result in a lowering of the 
general price level. But, has this, in fact, happened 
in cities recently hit by rising unemployment? In 
other words, is there a relationship between unem- 
ployment and consumer prices in the current recession? 

In an attempt to throw some light on this question, 
the Board has traced the unemployment and price 
trends in six cities from May, 1957, through March, 
1958. (The selection of the cities is based on the 
Bureau of Employment Security’s classification of 
major labor market areas according to the relative 
labor supply.) : 

In five of the cities—Detroit, Evansville, Pittsburgh, 
Atlanta and Des Moines—insured unemployment 
claims rose sharply during this period. However, the 
over-all unemployment levels in Atlanta and Des 
Moines did not rise to serious proportions. And in 
the sixth city, New York, unemployment, as measured 
by the bureau’s records of insurance claims, remained 
at fairly constant levels. 


The Employment Situation 


Detroit suffered by far the most critical setback in 
employment. The Bureau of Employment Security’s 
classification changed from C (3.0%-5.9% of total 
labor force unemployed) in May, 1957, to F (12% 


All-Items Indexes for Selected Cities 
1953 = 100 


1957 1957 1957 1958 


A Detroit figures are actually for May, August, November, and Febru- 
ary, since the price data for that city are collected during these months. 


or more) in March, 1958.1 A portion of this increase 
occurred between May and July as the result of 
normal seasonal layoffs in the automobile industry and 
its suppliers. But there was no appreciable reduction 
in unemployment during the fall when the new car 
models were being put into production. Automobile 
layoffs again were the cause of the most drastic rise 
in unemployment between January and March of 
this year. 

Evansville was the only one of the six cities with 
a serious unemployment problem in May, 1957. 
The Bureau of Employment Security listed Evans- 
ville in the D grouping (6.0%-8.9% unemployed). 
This situation had existed for many months; and un- 
employment continued to remain at this level through 
January, 1958. Over the next two months, however, 
employment fell further, bringing unemployment to 
the E level (9.0%-11.9% of the total labor supply) . 

In Pittsburgh, a heavily industrialized area, cut- 
backs in steel, machinery and other industries between 
November, 1957, and January, 1958, increased the 
ranks of the unemployed. The bureau recorded a 
change in classification from C to D. 

New York, classified in the C group during the 
whole period between May, 1957, and March, 1958, 
recorded little change in unemployment. 

1The Bureau of Employment Security’s classifications of the ratio 
of unemployment to the total labor force are: “A” less than 1.5% 


unemployed, “B” 1.5%-2.9%, “C” 3.0%-5.9%, “D” 6.0%-89%, 
“E” 9.0%-11.9% and “F” 12% or more. 


MANAGEMENT RECORD 


The labor outlook was good in Atlanta and Des 
Moines in May, 1957. Unemployment was low (both B 
cities, 1.5%-2.9%), and employment was increasing 
somewhat. However, in both cities unemployment 
rose in the first quarter of 1958. In Atlanta a change 
in classification from B to C occurred in January, 
1958, while the same shift occurred in Des Moines 
in March. 


The Price Picture 

The factor most readily apparent when tracing the 
movement of consumer prices from May, 1957, 
through March, 1958, in these six cities is that price 
levels generally continued to rise regardless of the 
employment situation. It is true that in several of 
these cities retail prices tended to level off between 
November, 1957, and March, 1958, a period when 
unemployment on a national level took a more serious 
turn. However, prices did not react in exactly the same 
way in each of the cities surveyed. (See accompanying 
chart.) 

In Detroit, during the period from May to August, 

_ 1957, retail prices rose a fairly substantial 0.8%. How- 
ever, because of the seasonal nature of the cutback 
in employment during this period, no downtrend in 
prices would be expected. But over the following three 

months (August, 1957, to November, 1957), the 
consumer price level rose at the same rate as in the 
previous period, despite the fact that there was little 
improvement in the unemployment picture. Only the 
impact of the heavy rise in unemployment during 
the first quarter of this year appeared to affect con- 
sumer prices to some degree. From November, 1957, 
to February, 1958, the advance in the retail price level 
slowed down to 0.4%. 

In Evansville, retail prices rose 0.8% between June 
and December of 1957, and 0.6% over the following 
quarter. As unemployment rose considerably in 
March, 1958, the cost of goods and services continued 
to advance, by 0.6%. Obviously, a decline in the 
Evansville labor force did not check the rise in con- 
sumer prices. 

The retail price level in Pittsburgh increased 0.4% 
from June, 1957, to September, 1957. This was the 
smallest increase recorded in any of the six cities for 
this period. During the following quarter, prices rose 
0.7%; and from December, 1957, to March, 1958, they 
went up 1.3%. In other words, despite the rise in un- 

employment levels, the cost of goods and services to 
Pittsburgh consumers rose at increasingly higher rates 
each quarter. 

The trend of consumer prices in Atlanta was similar 
to that of Detroit. Over the first quarter (June to 
September) retail prices advanced 0.8%, and in the 
following period they climbed an additional 0.8%. 
During the first part of this year, when unemploy- 
ment levels rose, the quarterly price increase was only 

\ 0.4%. 

“MAY, 1958 
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In Des Moines the price advance was increasingly 
smaller during each succeeding quarter, although the 
number of unemployed did not rise significantly until 
March, 1958. Consumer prices rose 1.0% from June 
to September, 0.6% from September to December, 
and 0.5% from December to March. 

In New York, where the level of unemployment re- 
mained steadiest, consumer prices followed a different 
pattern. Between June and September, 1957, prices 
rose 0.7%; over the succeeding three-month period 
they advanced 0.6%; and from December, 1957, to 
March, 1958, prices increased 1.3%. 

In all of the six cities, therefore, the high level of 
unemployment did not greatly affect the movement 
of retail prices over the whole period. In Detroit and 
Atlanta the price advances slowed down somewhat 
during the last quarter discussed; and in Des Moines, 
consumer costs edged up at a slightly slower rate. 


Zor CAMPBELL 
Division of Consumer Economics 


Management Bookshelf 


Shortages of Skilled Manpower—This is a study, made by 
the W. E. Upjohn Institute for Community Research, of 
the problems faced by employers in Kalamazoo, Michigan, 
during a 1956 shortage of skilled labor in that area. It 
traces the steps these employers took to alleviate the short- 
age. Findings are limited to the Kalamazoo community. 
But, by inference, they could lead to a better understand- 
ing of (1) the impact shortages of skilled, clerical, engineer- 
ing and technical manpower can exert on business firms in 
any community; and (2) the local programs that can be 
adopted to effectively combat such shortages. By the W. E. 
Upjohn Institute for Community Research, 709 Westnedge 
Ave., Kalamazoo, Michigan, 1958, 55 pp., no charge for 
single copies. 


Flexible Retirement—The steady growth in the number of 
workers reaching retirement has created a problem that is 
assuming critical proportions. In 1953 the National Com- 
mittee on the Aging (of the National Social Welfare As- 
sembly), looking for possible solutions to the problem, 
questioned 500 business and industrial organizations re- 
garding their retirement and retention policies. Four com- 
mittees made up of seventy-six researchers (including 
industrial physicians, industrial relations and personnel 
administrators, psychologists, rehabilitation specialists, in- 
dustrial engineers, and labor union representatives) then 
spent two years exploring the problem from different 
angles. This book reports their findings. Its aim is to show 
management and employee groups the need for better 
planning in order to motivate them to work for the adop- 
tion of retirement practices flexible enough to meet the 
demands of our changing social and economic order. Edited 
by Geneva Mathiasen, G. P. Putnam’s Sons, New York, 
New York, 1957, 226 pp., $3.75. 


Significant Labor Statistics 


1957 Percentage Chan 
Ttem Unit Year 
Ago 
Consumer Price Indexes 

AN Ttems (NICE) oot: ates cee toe 1953 = 100 6 3 9 105.3} 103.7) +0.2} +8 
HOoOdset: cis short eae gt he btaee ee hieete 1953 = 100 4 mS) 6 103.6] 100.4) +0.9} +6 
Eiqusing:,,)).<06 5 22 ee shasta ete 1953 = 100 9 8 ok 105.7} 105.2; —0O.1} +1 
arprel (2c) ccs gt Shee 1953 = 100 0 0 0 101.8} 101.0| Oo | +1 
WPransportations...- sis seamen: 1953 = 100 8 6 Bt} 107.6] 107.3) —0.3} +1 
SUNGNIES Cae encase Aarts meats 1953 = 100 .8 ol 6 108.0) 106.1) +0.1] +83 
Purchasing value of dollar........... 1953 dollars 8 0 5 95.0) 96.4] —0.2) —2 

MUeetas (BLS) ic. cke hn nent ee 1947-1949 = 100 : 8 6 121.1] 118.9} +0.7] +3 

Employment Status! 

@ivilian labor force's ave tees cee one 6 thousands 66,732 68,225) 66,746) +0.5| +1 

ITA PIOVE sos asses. ais sia icvate crovelets wiovons aheleioe thousands 62,238 65,674) 63,865] +0.5| —2 

PAGTICUIEOTE:)<)...-34 Min. a heeh mraieeee aint thousands 4,998 6,518} 5,434) +5.0| —6 

Nonagricultural industries............. thousands 57,240 59,156] 58,431; +0.1) —2 

(Unemployed... cancik eine ee ven ercusale thousands 4,494 2,552) 2,882) +0.5) +80 

Wage Earners? 2 

Employees in nonagr’l establishm’nts. . . thousands r 50,937 53,152] 51,919} —0.1]} —3 
Manufacturing 12i!.0) sjs'scsteeistaiee eet le thousands 715,877 16,905] 16,933} —1.2| —9 
IVER TATTIg SF eh veceie opt beet ctaneetTeeRS thousands r 803 853 831] —1.7| —7 
Construction: 28a tases econ eee thousands r 2,606 3,285} 2,756] +5.9| —9 
Transportation and public utilities... . thousands r 8,995 4,206] 4,147) —0.4) —5 
radars Mint See Re Pee kesh, Ree aed thousands 7 11,432 11,620} 11,265} —0.2| —O 
inane’ ys)» och. ahs thas Sr orale as thousands ° 2,361} 2,310} +0.3) +1 
Service: ont mkt ite ME lees alas tee thousands r 6,396 6,541} 6,317; +0.6} +1 
Governmentsavnr see ecole thousands r 7,488 7,381] 7,360} +-0.3} +2 

Production and related workers in mfg. 
employment 
Allmanufacturing peaks. crc) thousands 7 12,033 12,992) 13,085} —1.5| —11 
Diaradle jn seecien hc ble cterre itahacee Abi thousands r 6,850 7,397| 7,693} —1.9} —15 
Nondurablets (nee act menee ete, thousands r 5,183 5,595} 6,392} —1.0) —5 

Average weekly hours 
Allimanufacturing...: oi. 2... ese ees number 38.6 40.0) 40.1) +0.3| —4 

Durables Giese cca number 38.9 40.3 40.8} +0.5} —4 
Nondurable tie cia Sevdactacese stele number 38.3 39.6; 39.1 0 -2 

Average hourly earnings 

Allimanufacturing javce. «os. «1s 2s oe dollars 2.10 2.08 2.05 0 +2 
Durablevs: Ake cee erksioe dollars 2.2 2.22 2.18 0 +2 
Nondurable vag creasiere cuss ecisiteecerrs at dollars 1.92 1.90) 1.87] +0.5) +3 

Average weekly earnings 

Allmanufacturing 2M) yo-\cih: let eee dollars 81.06 83.20] 82.21} +0.3) —1 
Durables vase oes tiene trsasteers dollars 87.14 89.47) 88.94) +0.5| —2 
Nondurable: wiaaemacies ister eroas dollars 73.54 75.24) 73.12) +0.5) +0 

Straight time hourly earnings (estimated) 

All manufacturing? 2. cnet cee ose dollars 2.06 2.02} 1.99 0 +83 
Durable fie Ak eee en eine dollars 2.20 2.14) 2.11} +0.5) +4 
Nondurable. eeite Gt oats atone dollars 1.89 1.85} 1.83} +0.5) +8 

Turnover Rates in Manufacturing? 

Separations 2102. Mean ete: Merete per 100 employees 5.0 4.4 3.3] +5.1) +24 
Quarts So ants sper eee Sere ae taal late Be per 100 employees 0.8 2.2 1.3} —14.3| —53 
Discharges, Whee Sijaye ce aca thevhonae per 100 employees 0.2 0.2 0.2) O 0 
EBV OMS screvinc, crencaares came rr arcte tenis per 100 employees 328 1.8 1,5} +6.9)/+106 

Accessions'::. 2 akan case e tn eee per 100 employees 2.5 S75 2.8) +4.5| —17 

1 Bureau of the Census. Beginning with January, 1957, employment status figures quarter 1955 benchmark levels. The benchmark level is the total count of workers 
reflect atighily modified definitions of employment and unemployment. covered in each industry, and in this instance the data were received from government 

2 Bureau of Labor Statistics social insurance programs. The adjustment affects all figures since February, 1956” 

3 The BLS has adjusted its nonfarm employment and hours and earnings series to first p Preliminary. r Revised. 
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Wage and Fringe Developments in Bargaining 


Local 600 of the UAW has negotiated a SUB plan with its office employees. 
Other settlements include a Teamster contract that boosts pensions 


S AN EMPLOYER, the United Auto Workers’ 
Local 600 at the Ford plant in Detroit has con- 
cluded an agreement with the Office Employees. The 
contract includes a supplemental unemployment bene- 
fit plan, an across-the-board wage increase of $5.60 a 
week, improved sick benefits, and severance pay. 

The new SUB plan resembles the one which the 
UAW negotiated with the Ford Motor Company 
three years ago. It will be financed by the UAW local 
through contributions of 5 cents per man-hour. After 
three years of funding, the 5 cents will be automatical- 
ly transferred to the employees’ base rates, providing 
the fund is solvent. But contributions to the fund may 
be resumed any time reserves fall below the minimum 
defined in the contract. 

The plan is effective immediately. But if a laid-off 
worker applies for supplemental unemployment pay- 


ments before adequate reserves have been built up, 


i 
his state unemployment compensation payments) , for 


UAW Local 600 will advance funds to meet these 
demands. In this case, repayment of the amount ad- 
vanced will be made from the fund when it becomes 
solvent. 

The SUB plan permits an employee to receive bene- 
fits amounting to 80% of his take-home pay (minus 


a maximum period of twenty-six weeks. If, after col- 


‘lecting benefits for the maximum period, an employee 


is returned to his job, he becomes eligible for addi- 
tional benefits after working at least fourteen weeks. 
One week of eredits will be granted for each two-week 
period worked. 

Continued in the new agreement is a severance 
pay fund to which the employer contributes 18 cents 
an hour. (For purposes of this plan, paid sick leave 
‘and vacations are considered as hours worked.) If 
terminated, an employee will receive a lump-sum pay- 


“ment equal to employer contributions for the number 
_of hours he has worked (i.e., 18 cents times total 


hours). A pension plan is not included in the agree- 
ment. 
Another employer-financed plan sets aside a penny 


_an hour to provide continuing life insurance for em- 
_ ployees who are severed after twenty years’ service. 


The amount of the policy will be determined jointly 


_ by the Office Employees and Local 600 after further 
_ study. 


In addition to the life insurance fund, a nonvested 


\ 
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life msurance policy of $2,000 is continued for each 
employee, including those on leave of absence. 

Under the new contract, sickness and accident bene- 
fits of $45 per week for twenty-six weeks are provided 
from the first day of an accident and the eighth day of 
illness. Employees terminating their service with the 
union will be paid for unused sick leave up to a maxi- 
mum of twenty-eight days. Fourteen days’ paid sick 
leave are provided annually, with cumulation allow- 
able up to the maximum. 

The Office Employees, on a thirty-hour week since 
last year, receive weekly salaries under the new con- 
tract ranging from $87.85 to $95.88. 


Engineers’ Contract Boosts Pay 10.5% 


Sperry Gyroscope Company and the independent 
Engineers Association have reached a settlement 
which increases salaries for engineers and certain sup- 
porting classifications by 10.5% over the four-year 
contract period. An immediate increase of 2.5% will 
be followed by an additional 3% increase in the second 
year, and 2.5% more in both the third and fourth 
years. Some employees will also receive an immediate 
inequity increase of $2 a week. (A further inequity 
increase of 1% is scheduled for the third year but the 
formula by which it will be applied is not yet worked 
out.) A boost in premium overtime pay and pay for 
holidays worked is provided for exempt employees. 
And the new agreement continues the provision for a 
minimum annual increase of 4.5% of the bargaining 
unit merit payroll. 

A new escalator clause in the long-term pact per- 
mits quarterly adjustments based on the consumer 
price index for New York City. For exempt employees 
the adjustment is .463% for each .533 point change in 
the index; for nonexempt employees it is 40 cents per 
week for each .533 point change, with the base at 
115.1. 

Hospital room and board and surgical benefits are 
extended to employees who retire (men at sixty-five; 
women at sixty) on or after April 1, 1958. The insured 
disability pay provision has also been broadened. 
Under the old contract the maximum payment was 
$60 a week for employees earning $90 a week or more. 
Now, while the benefit for the employee making $90 
a week remains the same, the maximum has been ex- 
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tended to $85 for employees making $127.50 or more. 
The cost of this insurance will continue to be shared 
equally by the company and the employees. 


Flight Engineers Get 10% Wage Boost 


The new five-year agreement between American 
Airlines and the Flight Engineers calls for an increase 
in flight pay of up to 10%. The new salary scale, 
effective May 1, will be based on three factors: hourly, 
mileage and gross weight pay. The new increase will 
enable a senior engineer on a Boeing 707 who works an 
eighty-hour month to earn as much as $1,300. Under 
the old contract, salaries ranged from $500 to $1,000 a 
month. 

The long-term pact will reopen after one year for 
negotiation of jet rules. Reopening on wages will take 
place at the end of the third year. However, the term 
of the contract shall never be less than the five-year 
period. 

American Airlines is the second carrier to agree 
that flight engineers on new jet aircraft need not be 
pilots, as demanded by the Air Line Pilots Associa- 
tion. The new contract is similar to one concluded by 
Pan American World Airways last October with the 
Flight Engineers.1 


Office Employees Negotiate Rate Progression Plan 


The Office Employees and Preway, Inc. of Wis- 
consin Rapids, Wis., have agreed to their first con- 
tract, which increases hiring rates and establishes a 
rate progression for new employees. Hiring rates are 
upped to $48 a week from the former level of $43.85; 
after six months’ service, the employee will receive 
$51; and after one year the minimum will be $54. The 
first-year rates are designed to cover inexperienced 
employees who are being trained on the job for more 
advanced assignments. They constitute a majority 
of the company’s work force. 

After these employees have been on the job one 
year, they will be classified according to a job-evalua- 
tion plan developed jointly by the company and the 
union. However, new employees who have had previ- 
ous employment experience may start’ at more than 
the regular hiring rate, provided their rate does not 
exceed the minimum for any classified category. The 
range for these employees is from $56 to $65 a week. 
An employee earning these rates who has been on the 
job a year will receive a $3 weekly increase. 

A starting rate of $65 a week is specified for tech- 
nical and clerical jobs—such as draftsmen, produc- 
tion control clerks, shipping and receiving clerks, and 
tabulating machine operators. 

The contract also provides two weeks’ vacation 
after one year instead of after two years; two weeks’ 
annual sick leave; job posting, and seniority and 


1See Management Record, December, 1957, p. 449. 


grievance procedures. Also provided is forty hours’ an- 
nual “personal leave.” This leave, described as 
customary in the area, is allowed for “participation 
in municipal functions . . . when no remuneration is 
received” for the activity. 


Hiring Rates Advanced in Department Store Contracts 


Bloomingdale’s and Stern Brothers, department 
stores of New York City, in two-year contracts with 
the Retail, Wholesale and Department Store Union, 
have increased minimum hiring rates to $1.25 an 
hour. These rates previously were $1.05 at Stern’s and 
$1.075 at Bloomingdale’s. Also included in the con- 
tracts is a general wage increase of $4 per week this 
year plus $2 next year, with provision for further up- 
ward adjustment based on the cost of living. 

The settlements also provide: increases in mini- 
mum and progression rates in all job classifications; 
increases of up to $20 a week for warehousemen; and 
payment of the general wage increase to straight com- 
mission employees in some departments. 

Supper money is raised to $1; it was 75 cents. 

A vital issue in the negotiations, according to the 
union, involved rates of pay for contingent employees 
—employees who work only on call by the company 
and whose job assignments vary with company needs. 
Under the old contracts, these employees received 
only the hiring rate, regardless of the job to which 
they were assigned. Under the new agreements, they 
will receive the minimum rate for each job classifica- 
tion to which they are assigned. 


Teamster Contracts Boost Pension Benefits 


Truck drivers in central and southern states who 
retire at sixty will get $135 a month as a result of the 
new area-wide agreements negotiated by the Team- 
sters with over-the-road and local cartage operators 


in the central states. At age sixty-five, when OASI . 


{ 


benefits become available, payments will be $75 a 


month for life. The new benefits represent a 50% in- 
crease over those provided under former contracts; 
they had been $90 a month at sixty and $22.50 at 
sixty-five. 

In order to finance the new pension program, em- 
ployer contributions to the plan have been increased 
from $2 to $3 a week for the first two years of the 
three-year contracts. In the third year, contributions 
will be upped to $4 a week. 

Vesting rights, which permit members to transfer 
jobs within the industry and still retain pension 
credits, are an important feature of the program. 


Members must be employed in the industry for twenty - 


years to be eligible for a pension. 
While the plan permits members to retire at any 
time between the ages of sixty and seventy, higher 
(Text continued on page 195) 
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Significant Pay Settlements 


Company, Union! and Duration of Contract 


Pay Adjustments 


Fringe Adjustments 


yrables Manufacturing 


. Rockwell Manufacturing Co. with 
District 50, UMWA at Uniontown, Pa. 193 
hourly 
Effective 2-7-58. Contract expired 
New contract: 1 year 


. Wagner Electric Corp., Tooling Division with 
Machinists at St. Louis, Mo. 191 hourly 
Effective 2-4-58. Contract expired 
New contract: 1 year 


iemicals and Allied Products 


. Cabot Carbon Co. with 
Chemical Workers at Ville 
hourly 

Effective 12-1-57. Open-end contract; expires 
upon 60 days’ notice by either party 


Cabot Carbon Co. with 

Chemical Workers at Franklin, La. 136 hourly 
Effective 4-1-58. Open-end contract; expires 
upon 60 days’ notice by either party 


. General Aniline & Film Corp. with 
| Distillery Workers at Linden, N. J. 1,200 hourly 
(130 salaried) 

Effective 2-1-58 (signed 3-7-58). Contract 
expired 
New contract: 2 years 


. Rohm & Haas Co. with 

Glass & Ceramic Workers at Bristol, Pa. 1,400 
hourly 

Effective 2-27-58. Contract expired 

New contract: 1 year 


od and Allied Products 


, American Maize Products Co. with i 
Ou, Chemical & Atomic Workers at gene 

_ Ind. 700 hourly 

Effective 3-12-58. Contract expired 

New contract: 2 years 


Platte, La. 113 


, Campbell Soup Company with 
Retail, Wholesale & Department Store Union at 
Chicago, Ill. 3,500 hourly 

_ Effective 12-1-57. Contract expired 

New contract: 1 year 


_ Campbell Soup Company with 
Packinghouse Workers at Camden, N. J. 4,100 
hourly 

Effective 3-1-58. Wage reopening 

Contract expires 2-28-59 


‘her Nondurables 


| Associated Fur Manufacturers, Inc. with 
Meat Cutters in Greater New York area. 7,500 
hourly 

Effective 3-10-58. Contract expired 

New contract: 3 years 


1958 


12¢ per hour increase in incentive rates; 14¢ 
ai gare increase in day rates (9.5% aver- 
age 

Inequity adjustments of from 1¢ to 6¢ in cer- 
tain grades 

Shift differential increase 

Deferred increase: 4% to incentive workers; 
5% to day workers 11-1-58 


10¢ per hour general increase 
Deferred increase: 5¢ per hour 8-4-58 


6% minus 5¢ general increase (9¢ per hour 
average) 


6% general increase (15¢ per hour average) 


9¢ per hour general increase (4% average) 
Deferred increase: 8¢ per hour 2-1-59 


8¢ per hour general increase (3.5% average) 
to production department employees; 8¢ to 
14¢ per hour increase to mechanical depart- 
ment employees 

Shift differentials increased from 6¢ and 12¢ 
to 7¢ and 14¢ 


Not at issue 


8¢ per hour general increase (4% average) 


8¢ per hour general increase (4.5% average); 
$30 cash payment for return to work after 
work stoppage 


$6 per week general increase to employees 
earning up to $125 per week; $5 per week to 
employees earning from $126 to $150 per 
week 

Tncreases in minimum rate ranging from $6 to 
$30 per week 
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Revised: Basic medical plan, vacation sched- 
ule, and holidays 


No change 


Added: 7th and 8th paid holidays 
Revised: Vacation schedule 


Added: 7th paid holiday 


Revised: Vacation schedule 


Revised: Paid funeral leave 


Revised: Basic medical plan, vacation, holi- 
days and shift premium 


Added: Life insurance for retired employees 

Revised: Basic medical plan, insured dis- 
ability pay, paid sick leave, vacation and 
holiday pay 


No change 


Revised: Basic medical plan, insured disa- 
bility pay, and life insurance 


Significant Pay Settlements—Continued 


Company, Union! and Duration of Contract 


Pay Adjustments 


Fringe Adjustments 


10. Carthage Mills, Inc. with 
Textile Workers Union at Cincinnati, Ohio. 108 
hourly 
Effective 1-1-58. Contract expired 
New contract: 2 years 


Carthage Mills, Inc. with 

Firemen and Oilers at Cincinnati, Ohio. 17 hourly 
Effective 1-4-58. Contract expired 
New contract: 2 years 


11. Washington Publishers Assn. with 
Typographical Union at Washington, D. C. 800 
hourly 

Effective 10-1-57 (signed 2-1-58). Contract 
expired 
New contract: 2 years 


12. Wilson-Jones Co. with 
Papermakers & Paperworkers at Chicago, IIl.; 
New York, N. Y.; and Elizabeth, N. J. 1,300 
hourly 
Effective 1-1-58. Contract expired 
New contract: 1 year 


Public Utilities 


13. Appalachian Electric Power Co. with 
IBEW at Roanoke, Va. 1,026 hourly 
Effective 4-1-58. Wage reopener 
Contract expires: 4-1-59 


14. Consumers Power Co. with 
Utility Workers at Jackson, Mich. 5,400 hourly 
Effective 3-1-58. Contract expired 
New contract: 2 years 


Retail and Wholesale Trade 


15. Bloomingdale Bros. with 
Retail, Wholesale & Department Store Union, 
District 65, at New York, N. Y. 2,800 hourly 
Effective 3-1-58. Contract expired 
New contract: 2 years 


16. McKesson & Robbins with 
Longshoremen’s and Warehousemen’s Union (ind.) 
at Los Angeles and San Diego, Cal. 120 hourly 
Effective 2-28-58. Contract expired 
New contract: 3 years 


17. Stern Bros. with 
Retail, Wholesale & Department Store Union, 
District 65, at New York, N. Y. 1,450 hourly 
Effective 3-1-58. Contract expired 
New contract: 2 years 


Transportation 


18. Motor Carriers Employers Conference—Central 
States with 
Teamsters (ind.) in Central and Southern States. 
147,000 hourly 
Effective 2-1-58. Wage reopening 
Contract expires 1-31-61 


19. American Airlines, Inc. with 
Flight Engineers. Interstate. 550 salaried 
Effective 5-1-58. Contract expired 
New contract: 5 years 


8¢ per hour general increase (4% average) 
Deferred increase: 8¢ per hour 1-1-59 


12¢ per hour general increase (5.5% average) 
Deferred increase: 12¢ per hour 2-1-59 


$4 per week general increase (11.4¢ per hour); 
3.3% average 
Deferred increase: $3 per week 10-1-58 


4% average adjustment 


5% general increase 


5% per week general increase (12¢ per hour 
average) 

Additional 1.5¢ per hour to specific jobs 

Deferred increase: 11¢ per hour 3-1-59 


10¢ per hour general increase. Minimum hiring 
rate increased to $1.25 an hour from $1.075 

Deferred increase: 5¢ per hour 3-1-59 

Cost of living adjustment 


9¢ per hour general increase (4.3% average) 
Deferred increases: 6¢ per hour 2-28-59 and 
7¢ per hour 2-28-60 


10¢ per hour general increase. Minimum hiring 
rate increased to $1.25 an hour from $1.05 

Deferred increase: 5¢ per hour 3-1-59 

Cost of living adjustment 


10¢ per hour general increase 

Contract mileage rates increased .25¢ per mile 
each year for first 3 years of contract 

10¢ per hour additional increase on multiple- 
leg runs 2-1-58; another 2¢ increase 2-1-59 

Deferred increases: 7¢ per hour 2-1-59 and 
2-1-60 

Cost of living escalator with base at BLS index 
for 12-1-57 


SALARIED EMPLOYEES 


Up to 10% increase (based on hourly, mileage 
and gross weight pay) 


No change 


No change 


Revised: Insured disability pay 


Revised: Insured disability pay 


Not at issue 


Revised: Life insurance, supplement 
workmen’s compensation, vacation 
jury duty pay, paid funeral leave, sever 
pay 


No change 


Revised: Major medical insurance, lif 
surance, company paid sick leave, 
vacation pay 


No change 


Revised: Pension, health and welfare plz 


No change 
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Significant Pay Settlements—Continued 


Company, Union! and Duration of Contract 


General Aniline & Film Corp. with 
Distillery Workers at Linden, N. J. 130 salaried 
in same bargaining unit described in No. 4 above 


Preway, Inc. with 

Office Employees at Wisconsin Rapids, Wis. 54 

salaried 
Effective 
contract 
Duration: 1 year 


The Pulitzer Publishing Co. with 
American Newspaper Guild at St. Louis, Mo. 
700 salaried 
' Effective 1-1-58 (signed 3-26-58). Contract 
expired 
New contract: 2 years 


1-1-58 (signed 92-12-58). First 


Sperry Gyroscope Co. with 
Engineers Association (ind.) at Great Neck, N. Y. 
3,050 salaried 

Effective 3-15-58. Contract expired 

New contract: 4 years 


Pay Adjustments 


Same as adjustment for hourly described in 
No. 4 above 


4¢ per hour average adjustment (2.68%): 
minimum, no increase; maximum 27.7¢ per 
hour 


4% general increase: minimum $2 per week, 
maximum $7.50 per week 


2.5% per week general increase 

Additional $2 per week to employees in the 
engineering aide & parts catalogue—writer 
I & II jobs 

Deferred increases: 3% in 1959, 2.5% in 1960 
and again in 1961 

Cost of living adjustment formula: for each 
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Fringe Adjustments 


Same as adjustment for hourly described in 
No. 4 above 


Added: Personal leave pay 
Revised: Vacation pay and paid sick leave 


Revised: Severance pay 


Added: Health insurance for retired employees 
Revised: Insured disability pay; premium 
overtime pay for exempt employees 


.533 point change in BLS index, an adjust- 
ment of .463% for class I employees and 
40¢ per week for class II employees 


United Automobile Workers, Local 600 with 
Office Employees, at Detroit, Mich. 35 salaried 
Effective 11-7-57 (signed 3-58). Contract 
expired 
New contract: 1 year 


ll unions are affiliated with the AFL-CIO unless otherwise indicated. 


(Text continued from page 192) 
ayments during the first five years encourage normal 
etirement at sixty. 

The contract also provides for a lump-sum disability 
enefit up to $2,000 at age forty-five for those with 
iffteen years or more of service, and death benefits up 
© $2,000 after ten years of employment in the indus- 
ry. 

Some 4,000 trucking firms in the twenty-five-state 
entral and southern areas have been paying into the 
und since February 1, 1955, when the area-wide local 
artage and over-the-road contracts were first negoti- 
ted. The fund is formally called the Central States, 
joutheast and Southwest Areas Pension Fund. 

The enlargement of pension benefits in the new 
greement is accompanied by increases in rates of 
yay. These are brought about in three ways: (1) 
ourly rates are increased immediately by 10 cents, 
us an additional 7 cents in 1959 and again in 1960; 
2) mileage rates are hiked one-quarter cent per mile 
n each year of the contract—1958, 1959 and 1960; 
ind (3) hourly rates on multiple-leg runs are in- 
reased 10 cents the first year and an additional 2 
ents the second year. 

The cost of living clause in the new agreement has 


Y, 1958 


$5.60 per week general increase 


Added: SUB plan 


Revised: Insured disability pay and life in- 


surance 


been amended to provide a floor at the BLS index 
figure for December 1, 1957. 

The settlement’s total package is estimated at 42 
cents an hour. 


New Food Agreements in Accord on Wage Increase 


Campbell Soup Company has concluded agree- 
ments with the Retail, Wholesale and Department 
Store Union at its Chicago plant, and more recently 
with the Packinghouse Workers at its Camden, New 
Jersey, plant. Both agreements provide wage boosts 
of 8 cents an hour. The Camden settlement, reached 
after a thirty-day work stoppage, provided an addi- 
tional $30 cash payment to each employee on his 
return to work. Fringe benefits were not at issue in 
the Camden negotiations which resulted from a wage 
reopener in the two-year contract due to expire next 
February. 

At the Chicago plant, many fringe benefits ac- 
company the wage increase in the new, one-year con- 
tract. Life insurance for retired employees is an added 
feature while many benefits already in existence have 
been liberalized. For example, maximum benefits under 
accident and sickness insurance are increased to $35 
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per week from $30. Also, the company now pays 
three-fourths of the cost of hospital-surgical benefits 
for dependents; the plan was previously administered 
on a fifty-fifty basis. 

Vacation benefits in the new Chicago agreement 
are increased in three ways. First, the maximum vaca- 
tion is raised to four weeks, with vacation pay equal 
to 8% of the employee’s earnings in the “vacation 
earnings year.” The previous maximum was three 
weeks at 6% of vacation-year earnings. The eligibility 
requirement for three-week vacations (formerly fif- 
teen years) is now relaxed to include employees with 
twelve or more years’ service. After twenty-five years 
of service, employees are eligible for the four weeks. 

However, the present contract allows no vacation 
payment whatever for employees with less than a 
year’s service. And employees who have completed a 
year with the company now get only one week. 
Previously, less-than-a-year employees received pro- 
rata shares of two weeks’ vacation and employees 
with one year’s service received two weeks. 

Vesting vacation rights, another improvement, per- 
mits an employee who leaves the company to receive 
vacation pay calculated as a percentage of his earnings 
in the vacation-earnings year. These rights also apply 
to employees who retire or die. 

Finally, improved vacation benefits are provided 
for employees with twelve or more years’ service who 
also receive disability benefits during the year. Under 
the old contract, these employees received reduced 
vacations because their disability had the effect of 
reducing their annual earnings on which vacations 
are calculated. Now, for each consecutive seven-day 
period of disability pay received they will obtain an 
earnings’ credit of forty hours’ pay at the base rate. 

Other liberalized benefits include a seventh paid 
holiday—the day after Thanksgiving—and double 
time and one-half for holidays worked. (Previously it 
had been double time.) The holiday clause also stipu- 
lates that George Washington’s birthday will be 
celebrated on the Monday or Friday of the week in 
which it occurs. 


Furriers Get First Increase in Six Years 


Members of the Fur and Leather Department of 
the Amalgamated Meat Cutters received their first 
wage increase in six years as a result of negotiations 
between the Furriers Joint Council and the Associated 
Fur Manufacturers of New York City. About 600 fur 
manufacturers are represented in the association; and 
the joint council represents seven locals embracing 
more than 7,000 workers. 

The new three-year agreement provides for a gen- 
eral weekly wage increase of $6 for workers now earn- 
ing up to $125, and $5 for those earning between $126 
and $150. Minimum rates are also increased from $6 


to $30 a week. The union estimates the wage gains to 
comprise about 10% of current payrolls. 

The contract eliminates the “two-wage system,” 
which was in operation for many years. Its purpose 
was to adjust wages to seasonal fluctuations in the 
industry. During slack seasons (about five months of 
the year), reduced rates of pay were in effect. With 
the double standard of rates now eliminated, yearly 
income will be increased for many workers, primarily 
those earning more than $150 a week. 

Under ‘the new contract, employer contributions to 
fringe benefits are increased (by 2%) to 5%. As a 
result, there will be a $600 increase in life insurance 
(from $400. to $1,000). Sick benefits are raised to $45 
a week (from $20). Hospitalization will be provided 
for workers and their dependents, and surgical and 
medical expense insurance has been added. 

Employees who retire after January 1, 1958, will 
receive $50 a month in retirement benefits. Those who 
retired prior to that date will continue to receive 
monthly benefits of $35. And, as of January, 1959, 
the retirement age for women will be reduced to 
sixty-two. 

N. Beatrice WortHy 
Division of Personnel Administration 


Management Bookshelf 


Unions and Union Leaders of Their Own Choosing—In this 
short study, Professor Clark Kerr suggests that the “more 
and now” concept of unionism is no longer satisfactory. 
Instead, he says, unions should attempt to contribute to 
the freedom of the workers whom they represent. The 
difficulties, as well as the possibilities, of union democracy 
are briefly discussed. According to the author, the Ethical 
Practices Committee of the AFL-CIO has made a “sub- 
stantial contribution” to assure democracy and individual 
freedom in unions. By Clark Kerr, The Fund for the 
Republic, 60 East 42nd Street, New York 17, New York, 
1957, 24 pp. One to ten copies available free. Bulk order 
prices wpon request. 


Labor and the New Deal—This volume examines selected 
aspects of labor relations and the labor movement as they 
existed during the New Deal period. Among the subjects 
covered are the growth of organized labor during the 
Thirties, the split in the AFL leading to the formation 
of the CIO, the Wagner Act, labor’s views concerning 
labor legislation and Social Security, and the impact of 
all these on management’s policies toward unions. Each of 
the ten chapters has been written by a different author. 
But the authors all based their analyses on a set of “basi 
assumptions” that set forth the institutional character of 
the labor movement during that period. Edited by Milton 
Derber and Edwin Young, the University of Wisconsin 
Press, Madison, Wisconsin, 1957, 393 pp., $6. 
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Studies in Personnel Policy 


. 164—Clerical Salaries in Twenty Cities 
. 163—The Company and the Physically Impaired Worker 
. 162—Sharing Profits with Employees 
. 161—Selecting Company Executives 
. 160—Executive Development Courses in Universities (Revised) 
. 159—Trends in Company Group Insurance Programs 
. 158—Labor Relations in the Atomic Energy Field 
. 157—Preparing the Company Organization Manual 
. 156—Time Off with Pay 
. 155—Unionization Among American Engineers 
. 154——Company Payment of Moving Expenses 
. 153—Improving Staff and Line Relationships 
. 152—Employment of the College Graduate 
. 151—Tuition Aid Plans for Employees 
. 150—Handbook of Union Government, Structure and Procedures 
. 149—Pension Plans and Their Administration 
. 148—Retirement of Employees—Policies, Procedures and Practices 
. 147—Company Health Programs for Executives 
. 146—Company-Paid Sick Leave and Supplements to Workmen’s Compensation 
. 145—Personnel Practices in Factory and Office 
. 144—Recruiting and Selecting Employees 
. 143—Fringe Benefit Packages 
{ . 141—Severance Pay Plans 
} . 140—Management Development 
. 139—Company Organization Charts 
. 138—Bulletin Boards 
. 137—Escalators and the New BLS Index 
. 136—Employee Magazines and Newspapers 
. 134—Cooperative Medical Programs 
\ . 133—Employee Savings and Investment Plans 
ti . 132—Stock Ownership Plans for Workers 


In the May Business Record 


On a Fourth-quarter Pickup—Notes on the outlook for the fall of 1958 include 
a description and appraisal of similarities and differences in conditions, both 
external and psychological, with respect to conditions in the months preceding 
the 1957 autumn. 


‘Productivity: Everybody’s Contribution—Since there have been relatively more 
nonproduction workers than production workers hired in manufacturing 
industries since the war, the Bureau of Labor Statistics has reconstituted its 
measure of output per man-hour to reflect this change. The new measure- 
ment makes possible direct comparisons between manufacturing and the 
rest of the private economy. 


Competitive Pricing—Laws on competitive pricing have frequently seemed con- 
tradictory—with both price fixing and pricing to meet competition barred. 
A new Supreme Court decision resolves this conflict. 


Movements within Retail Sales—Retail sales in the present business contraction 
are running just about parallel to the decline experienced in the 1953-1954 
recession. In the seven months ending with April, the difference between 
actual sales and those that would have occurred had sales continued at the 
all-time high rate of the preceding three months is 3.5%. The comparable 
seven-month postpeak loss in the 1953-1954 period was 3.3%; in the 1948- 
1949 recession, it amounted to 1.8%. The full story is told for both total 
sales and retailing sectors. 


Price Behavior—Many persons think it phenomenal for prices to go up during a 
_business contraction. But is it unusual? How have prices behaved during 
past recessions? Is current price behavior really a reversal of established 
patterns? _ 
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